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GLASS REFORM BILL AND LEGISLATIVE PROSPECTS 


HE most pressing problem con- 
fronting responsible banking in- 
: terests of the United States is 
SSS that of mobilizing influence and 
matured judgment in behalf of sound and 
constructive banking legislation. It is a 
task which calls for an enlightened spirit 
of public service, willing compromise and 
candid recognition of economic changes. 
Subversive claims of selfish, personal, sec- 
tional or political nature must yield to 
the demand for a more scientific and sta- 
bilized system of both national and state 
banking. There must be assurance of ad- 
vanced standards of safety to protect 
the savings and deposit funds of the 
people from severe losses, as experienced 
during the past few years. A banking 
structure must be reared which will be 
fortified against public hysteria, bad or 
incompetent management, and guard 
against diversion of banking credit into 
excesses of speculation or financial pro- 
motions. The fact should not be lost 
sight of that improvement in bank man- 
agement by the adoption of approved 
standards and clearing house as well as 
other voluntary agencies of discipline and 
‘ooperation, will go further than legis- 
lative prescription. 
Regardless of the result of the Presi- 
lential election, there is every indication 
hat Congress will immediately address 


itself to pending bank reform legislation 
upon reconvening in December. Although 
evasive On prime issues, such as further 
expansion of branch banking and unified 
federal control versus unit and independ- 
ent banking, both the Republican and 
Democratic parties, through their plat- 
forms and standard bearers, are broadly 
committed to more or less specific bank- 
ing reform proposals. It is safe to con- 
clude that the verdict at the Presidential 
polls in November will have a pronounced 
bearing upon final action and the char- 
acter of amendments sponsored by the 
respective party spokesmen. In _ the 
Senate the battle will center upon the 
revised Glass bill, which was side-tracked 
at the close of the last session with the 
understanding that it would receive right 
of way on the next calendar. 

Among the controversial issues are 
those which relate to expansion of 
branches by national banks to embrace 
“trade areas,” irrespective of state geo- 
graphical boundaries or state laws on the 
subject, as provided in Section 19 of the 
Glass bill and as opening wedge to unified 
federal supervision of all commercial 
banking; separation or supervision Over 
underwriting and investment operations 
through securities affiliates of member 
banks of the Federal Reserve System; 
control of group banking and bank hold- 
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ing corporations; grant of more rigid 
powers to Federal Reserve Board in pre- 
venting flow of banking credit or funds 
into speculative channels; establishment 
of liquidation bureau or the plan in the 
Steagall bill embodying the obnoxious 
principle of bank deposit guaranty. 

It is worthy of note that at the Chicago 
convention Senator Glass _ successfully 
fought the inclusion of a deposit guaranty 
plan in the Democractic platform. This 
practically assures rejection of the de- 
posit guaranty feature of the Steagall 
bill in the Senate and centers discussion 
on the method of financing the federal 
liquidation corporation as provided in 
the Glass bill, with subscriptions from 
the Treasury and member banks. 

It is significant that neither of the two 
major political parties or candidates have 
committed themselves definitely on the 
foremost question of branch banking. 
The reason is obvious. It represents an 


issue packed with political dynamite. It 
has been for many years the topic of bit- 
ter dissension and of seemingly irrecon- 
cilable antagonisms. It has become clear, 
however, that the public must now be 


reckoned with. Bankers face plain facts 
which must be translated in the light of 
recent experience, bowing to the necessity 
of cleaning house in order to restore badly 
shaken faith and confidence. Congress 
is no longer in a mood for delay and is 
determined to force action at the coming 
session. The important point, therefore, 
is: will the bankers be able to muster a 
united front for desirable fundamentals 
of banking reform, or by continued strife, 
permit the problems in which they are 
most vitally concerned become the foot- 
ball of partisan politics. 

a 


POLITICAL PLEDGES ON 
ING REFORM 


T is of interest at this stage of the 
I campaign to survey briefly what 


the Republican and Democratic 
platforms and their respective Presiden- 
tial nominees have to say on the subject 
of proposed banking reform. In their ac- 
ceptance speeches and public utterances 
since the opening of the campaign, Presi- 
dent Hoover and Governor Roosevelt 
have confined themselves to platform 
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generalities as to the need of banking re- 
vision and have carefully avoided any 
reference to branch banking. Aside from 
advocating more stringent supervision 
and powers to protect the depositing pub- 
lic, the only specific banking recommenda- 
tion in the Republican platform is that 
of subjecting securities affiliates of mem- 
ber banks to periodic examination. The 
Democractic platform goes further in 
suggesting the “severance of affiliated 
securities companies and the divorce of 
underwriting schemes from commercial 
banks.” It also demands “further restric- 
tion of Federal Reserve banks in permit- 
ting the use of Federal Reserve facilities 
for speculative purposes.” 

The Democratic platform is more spe- 
cific than the Republican document on 
the general subject of protecting inves- 
tors. It would require full publicity as 
to offerings of foreign and domestic se- 
curities; regulation through federal power 
of holding companies selling securities in 
interstate commerce; control of utility 
company rates operating across state 
lines; regulation of exchanges dealing in 
securities and commodities and quicker 
methods of realizing on assets for the re- 
lief of depositors of suspended banks. 

President Hoover, in his acceptance 
speech, stated that the American people 
must have protection from insecure bank- 
ing through a stronger banking system; 
that they must be relieved from condi- 
tions which permit the credit machinery 
to be made available without adequate 
checks for wholesale speculation in se- 
curities with ruinous consequences to 
millions of our citizens and to national 
economy. He also directs attention to 
emergency relief for depositors in closed 
banks, evidently referring to the loaning 
functions of the Finance Reconstruction 
Corporation. He likewise repeats his 
warning against private loans abroad for 
conproductive purposes. 

Governor Roosevelt also avoids specific 
recommendations as to banking or in- 
vestment reforms, aside from approving 
the platform pledge to let in the light of 
day on issues of securities offered to the 
public and recommending a comprehen- 
sive plan for the reconstruction of large 
credit groups, including goverment credit. 
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BRANCH BANKING MEASURES 
BEFORE CONGRESS 

HE stage is all set in Congress for 

action on banking reform measures 

at the coming short session begin- 
ning in December. It is very essential 
that bankers should familiarize them- 
selves with such pending proposals, par- 
ticularly the status of the revised Glass 
bill, the Senate amendments thereto and 
the provisions of the Steagall bill which 
has already passed the House and which 
would attempt to restore the folly of 
deposit guaranty. Although the Glass 
bill, in its present form, modifies some of 
the most objectionable provisions of the 
original bill, the changes are of such far- 
reaching nature as to summon banking 
leadership to concerted effort. 

The branch banking provisions of the 
Glass bill will doubtless draw most fire, 
judging from the militant organization of 
unit bankers. The Glass bill authorizes na- 
tional banks with capital of $500,000 or 
more to establish statewide branches and 
across state lines to a point not more than 
fifty miles from the parent bank and 
adopting the “trade area”’ plan. 
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A minority committee report presented 
by the Republican chairman of the Senate 
Committee on Currency and Banking, 
would limit national bank branch to home 
cities and then only if state laws counte- 
nance branch banking. Another amend- 
ment proposed by Senator Dickinson 
would accord statewide privileges provid- 
ing that state banks are also allowed such 
operations. It may be recalled here that 
the American Bankers Association has 
gone on record as endorsing branch bank- 
ing within city and adjoining territory 
and as opposing the extension of branch 
banking by national banks in contraven- 
tion of state laws or limitations. 

At present there are nine states which 
permit statewide branch banking; namely, 
Arizona, California, Delaware, Maryland, 
North Carolina, Rhode Island, South 
Carolina, Vermont and Virginia. Ten 
states permit branch banking within lim- 
ited areas; 22 states prohibit branch bank- 
ing, and 7 states have no laws on the sub- 
ject. Another pending amendment to 
the Glass bill would prohibit invasion of 
new branches by national banks, except 
where existing unit is absorbed. 


LEADING FIGURES AT THE RECENT HOOVER ECONOMIC CONFERENCE IN WASHINGTON 


(Left to right) Roy Chapin, Secretary of Commerce; 


Henry M. Robinson of Los Angeles; 


Eugene Meyer, Governor of the Federal Reserve Board; Ogden L. Mills, Secretary of the 


Treasury; George L. Harrison, 


Governor of the Federal Reserve Bank of New York; 


and 


Owen D. Young. 
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The great number of fatilities among 
smaller banks during the past few years 
and during depression has doubtless made 
considerable change in sentiment of the 
public as well as among bankers on the 
question of superior stability of branch 
or unit banking. While rehearsal of sad 
experience serve no good purpose unless 
they disclose weaknesses to be repaired, 
it is sufficient commentary upon the need 
of strengthening the American banking 
structure to state that within the past 
eleven and a-half years, from 1921 to 
June 30, 1932, the bank suspensions and 
closings amounted to not less than 10,@00, 
with deposit liabilities of $4,800,000,000. 
During the same period over 1100 banks 
reopened, with deposits close to half a 
billion dollars. Experience in bank liqui- 
dation over a long period of years reveals 
recovery of deposit liability ranging from 
85 to 90 per cent. 

o> & 


SECURITY AFFILIATES AND 
GROUP BANKING 


TRONG opposition will doubtless 

be directed toward the provision 
retained in the Glass bill which 
would divorce invesment operations and 
underwriting from commercial banking 
by severance of security affiliates of mem- 
ber banks within a period of three years. 
It is the expectation, however, that the 
sponsors of the Glass bill are willing to 
accept an amendment continuing the se- 
curity affiliates under rigid supervision 
and examination by Federal Reserve 
authorities. Objection to severance is 
prompted by the fact that such course 
would be seriously disruptive of accus- 
tomed channels of investment financing. 
The original Glass meet, which met 
with a storm of objections, contained a 
provision which was designed to abolish 
group banking on the part of national 
banks by providing that any holding 
company acquiring a series of banks, in- 
cluding any national bank, was to be 
stripped of all right to vote the national 
bank shares. This drastic clause has been 
revised and in the new form is said to be 
acceptable to group bankers and holding 
corporations. Under the revised bill 
group banking may be converted into a 
national bank branch system even in 
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states where state laws do not sanction 
branch banks. Holding companies are 
reached by the provision that the stock 
of a member bank of the Federal Reserve 
System shall not be voted by a holding 
company at any shareholders’ meeting 
unless such holding company has a permit 
from the federal authorities to vote the 
stock. This is conditional on the issu- 


ance of a voting permit by the Federal 
Reserve Board having authority to make 
examinations of the holding company, 
requiring report of financial condition to 
be published and requiring liquid reserve 
against shareholders’ liability. 


In compliance with recommendations 
made by the Federal Reserve Board the 
sections relating to Federal Reserve power 
as regards the use of Federal Reserve 
credit facilities and open market opera- 
tions, have also been modified in the 
pending Glass bill. The Federal Reserve 
Board objected to any legislation ma- 
terially restricting the character of mem- 
ber bank loans and investments at this 
time and as inviting danger of further 
contraction of credit. The Board also 
regards as undesirable the creation of 
a federal open market committee, as sug- 
gested in the Glass measure, which re- 
tains the provision for the elimination of 
the Secretary of the Treasury as an ex- 
officio member of the Board. An amend- 
ment in the pending bill authorizes the 
Board to suspend from the use of credit 
facilities any member bank that, despite 
official warning, increases outstanding col- 
lateral loans while obtaining fifteen-day 
advances from a Federal Reserve bank 
on its promisory note secured by eligible 
paper or government bonds. The Board 
recommended increase in maturity of 
such advances from fifteen to ninety days. 
The revised bill also takes cognizance of 
the Board’s opposition to provisions which 
discriminate against member bank collat- 
eral notes. Another proposed amendment 
is that the adoption of a system of re- 
serves should be based on velocity as well 
as on volume of accounts. Elimination 
has likewise been urged of Section 5 which 
would subject state banks and trust com- 
panies to the restrictions imposed upon 
national banks in transacting business in 
securities. 
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NATIONALIZATION OF CONTI- 
NENTAL ILLINOIS BANK 


ECENT action of the directors of 
Ri the Continental Illinois Bank and 

Trust Company of Chicago to con- 
vert the bank from a state to a national 
institution, naturally arouses much atten- 
tion and discussion in banking circles 
generally. This step is regarded as signi- 
ficant for several reasons. In the first 
place, this is the largest state bank and 
trust company in the Middle West and 
it will represent the most important acqui- 
sition to the national banking system in 
many years. Secondly, such conversion 
acquires interest in view of the prospect 
of legislation at the approaching session 
of Congress to clothe national banks with 
wide banking privileges. This latter fac- 
tor is obviously a major consideration be- 
cause the Illinois statutes strictly prohibit 
branch banking by state banks and trust 
companies. There are also unmistakable 
evidences that the large crop of failures 
among smaller banks in Illinois and in 
other states where branch banking is 
either prohibited or restricted, has created 
a stronger sentiment in the public mind 
in favor of giving strong banks the right 
to conduct branches. 

In explanation of the proposed change, 
directors of the Continental Illinois ex- 
pressed the belief that the future interests 
of the bank will best be served by its oper- 
ation as a national bank in view of legis- 
lative proposals indicating a distinct trend 
toward a more unified national banking 
structure and federal control. The direc- 
tors doubtless had in mind the pending 
Glass banking reform bill which was intro- 
duced at the last session of Congress but 
failed to pass because of pressure of tax 
and emergency legislation. In its re- 
vised shape the Glass bill would extend 
branch banking powers to national banks 
irrespective of state laws affecting state 
banks and trust companies. 

Another factor which most likely influ- 
enced the action of the directors of the 
Chicago bank is the advantage accorded 
to national banks at the last session of 
Congress allowing national banks to issue 
their own note circulation against gov- 
ernment bonds to include war and post- 
var obligations bearing interest up to 3.8 
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per cent. While national banks have not 
been eager to avail themselves of this 
privilege to any large extent up to the 
present time, this additional note issue 
authority will acquire greater value when 
business is on the mend. 

Conversion of the Continental Illinois 
Bank and Trust Company to national 
charter, and the reports of nationalization 
of the Central Republic Bank and Trust 
Company of Chicago, do not necessarily 
imply that there is a distinct trend or 
prospect. of large state banks and trust 
companies of the country joining the 
federal system. The action of Chicago 
banks is primarily prompted by condi- 
tions peculiar to Illinois and the state 
prohibition upon branch banking which 
does not obtain in most other important 
states. Trust business will continue to 


flourish under state charter and super- 
vision and is not affected by economic 
or other 

operations. 


changes influencing banking 


fo ho 


COMPTROLLER POLE’S RESIGNA- 
TION 


UCH speculation has been indulged 
as to President Hoover’s appoint- 

ment of a successor to Comptroller 
of the Currency, John W. Pole, who re- 
cently asked to be relieved of his office 
in order to become president of an in- 
vestment corporation specializing in the 
building of future income for people of 
small means and involving trust features. 
The Comptroller steps out of office at a 
time when questions of banking reform 
legislation are rising for solution. As a 
vigorous advocate of the plan of ‘‘trade 
area” branch banking he has been severely 
criticised on the one side by unit bank- 
ers and on the other has been com- 
mended by advocates of branch banking 
and greater unification of all commer- 
cial banking supervision under federal 
authority. In the selection of a successor 
to Comptroller Pole it is averred that 
President Hoover is placed in a position 
to commit himself either in favor of an ap- 
pointee who upholds the viewpoints which 
Mr. Pole has strongly urged or one who 
will express a more lenient attitude toward 
unit and so-called independent banking. 
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TAXATION OF ENTIRE JOINT 
INTEREST 


HERE is considerable interest as to 
the effect of the decision rendered 

by the United States Supreme 
Court on March 31, 1932, in Heiner vs. 
Donnan, on the estate tax provision which 
has been in the Revenue Act since 1916, 
that the gross estate shall include the 
extent of interests of decedent as joint 
tenant and of any other persons except 
such part as may be shown to have 
originally belonged to such other persons 
and never to have been received or ac- 
quired by the latter from the decedent 
for less than an adequate and full con- 
sideration in money or in money’s worth. 
In Heiner vs. Donnan the Suprere Court 
distinguished gifts inter vivos begun and 
completed wholly by the living, as not 
subject to death taxes, from transfers 
wherein complete ownership, together 
with all its incidents, are brought into 
being or ripen for the donee by the death 
of the donor. The original provision in 


the act of 1916 was sustained by the 
Supreme Court in Tyler vs. United States, 


281 U.S. 497, holding that death brought 
into being or ripened for the survivor 
property rights of such a character as to 
make appropriate the imposition of a tax. 

It must be remembered that a joint 
tenant, unlike a tenant by the entirety, 
may during the tenancy dispose of his 
interest at least to the other joint tenant 
by release; and by statute in many states 
a joint tenant may be compelled to make 
partition, and a joint estate is also made 
descendible and devisable, unless the 
contrary intent manifestly appears by 
the tenor of the instrument creating the 
joint tenancy. The right of a joint tenant 
to sell or otherwise transfer his interests, 
particularly under such statutes, would 
seem an interest completed wholly by the 
living irrespective of the fact that the 
other tenant had received or acquired his 
interest for less than an adequate and 
full consideration in money or money’s 
worth. 

The question was recently passed on 
by the Circuit Court of Appeals for the 
Sixth Circuit on an objection that this 
provision of the Revenue Act was con- 
trary to the due process clause of the Fifth 
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Amendment as being so arbitrary and 
capricious as to deprive the estate of its 
property. The facts were that one Peter 
O’Shaughnessey, owning an entire parcel 
of property, conveyed it through a conduit 
to himself and his son as joint tenants 
and two years later conveyed his joint 
interest to his son, who immediately 
deeded it to O’Shaughnessey and his 
daughter as joint tenants with right of 
survivorship. The Kentucky statutes 
had modified joint tenancy by enacting 
that each joint tenant may compel par- 
tition, and made the joint interest of such 
owner descendible and devisable unless 
it manifestly appeared from the tenor of 
the instrument that a right of survivor- 
ship was intended. On the death of Peter 
O’Shaughnessey in August, 1926, the 
Federal Commissioner of Internal Reve- 
nue included the entire property in the 
gross estate. The executrix appealed to 
the Board of Tax Appeals, which affirmed, 
and then to the courts, on the constitu- 
tional objection. 

The Circuit Court of Appeals for the 
Sixth Circuit held that the intermediate 
grantors were merely nominal title hold- 
ers and that it would treat the daughter’s 
interest as though acquired from her 
father without consideration; nor did 
anything appear to show that she had 
contributed any portion of the consider- 
ation for its purchase, or that the property 
had been acquired by the joint tenants 
by gift, bequest, devise or inheritance so 
as to come within any of the exceptions 
in the Act. 

Kentucky, where the property was 
situated, had a statute that joint tenants 
could compel partition and making the 
interests of each descendible and devis- 
able unless a contrary intention appeared. 

The court admitted that under the Ken- 
tucky statute if a joint tenant disposed 
of his interest the tenancy is dissolved. 
On the argument, however, the appeal was 
limited to the taxability of only the 
decedent’s one-half of the jointly owned 
interest and as to the other half the con- 
stitutional objection was raised. 

The court said that if the survivor’s 
undivided interest was not subject to the 
death tax, it is only because it was a 
completed gift inter vivos, and left no 
right to be acquired by her and no accre- 
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tion to her undivided interest in the 
property to come by reason and because 
of the death of decedent. And the court 
held, approving the Tyler case, that this 
was Obviously not the case at bar; and 
that it did not consider that Heiner vs. 
Donnan modified the Tyler case. 

Nevertheless, the Bureau of Internal 
Revenue, on June 26, 1932, released a 
news item concerning the 1932 Federal 
Gift Tax stating that the new tax was 
designed as a supplement to the estate 
tax, experience having indicated that 
the former estate tax was to a great ex- 
tent avoided by transfers made during 
life which could not be established as 
having been made in contemplation of 
death to bring them within the provision 
of the Estate Tax Law. O’Shaughnessey 
vs. Commissioner, Circuit Court of Appeals, 
Sixth Circuit, June 27, 1932. 
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BANK’S RESPONSIBILITY IN THE 
DELIVERY OF SECURITIES 


| eo question of proper delivery of 
securities held by a bank or trust 
company for the benefit of a cus- 
tomer would seem to present no difficul- 
ties, and yet the case of Lust vs. Central 
Hanover Bank & Trust Company, decided 
by the Appellate Division, New York, on 
July 1, 1932, is interesting; first, because 
it shows the extent to which a loser, by 
reason of his own fault, will go in an at- 
tempt to hold a bank liable for a loss when 
justice and common sense are both in 
favor of the bank; and, second, the care 
which a bank takes in trying to accommo- 
date its customers and to protect their 
rights. The facts in the case are not only 
interesting, but also instructive. 

Early in 1917, a bank in Germany car- 
ried an account in the Central Hanover 
Bank. It also held for the bank in Ger- 
many certain securities, including 500 
shares of stock of a railroad company. 
The World War was in progress, but the 
United States had not yet joined the 
Allies. In March, 1917, the German bank 
sent a radio message in code to the Cen- 
tral Hanover Bank, directing that bank 
.o deliver the 500 shares of stock to Lust 
it the Colonial Hotel, New York City. 
[he bank held the securities in custody 
only and the service which it was to ren- 
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der in delivering these securities in accord- 
ance with the radio message was simply 
an accommodation. Immediately upon 
receipt of the message an officer of the 
bank called the Hotel Colonial and found 
that Lust was not there. The hotel had 
no forwarding address and did not know 
where he had gone. The manager of the 
hotel said that he thought Lust was in a 
hospital somewhere. Further inquiries 
by the bank were made but they could 
find no trace of Lust. Shortly thereafter 
the United States entered the war and 
Lust, being a German citizen, the stock 
and property belonging to him was taken 
over by the alien property custodian. 

Lust did not appear for several years, 
and in the meantime the stock had de- 
preciated in value. He claimed that the 
bank had not delivered the stock to him 
and was therefore liable to him for his 
loss. The order to deliver the stock to 
Lust was made by his father in Germany, 
who was connected with the German 
bank, but it appeared that the father had 
not notified him that he was to receive 
the stock. In attempting to hold the Cen- 
tral Hanover Bank liable, Lust claimed 
that it should have notified the German 
bank and his father that it was unable to 
find him and make delivery. 

The Court decided properly that the 
Central Hanover Bank had performed 
its full duty by following the instructions 
of the radiogram and attempting to make 
delivery to Lust at the Colonial Hotel. 
The Court commented upon the fact that 
the bank was rendering this service as an 
accommodation to the German bank and 
that it had done everything that possibly 
could be expected of it in attempting to 
make a delivery according to instructions. 
It commented upon the general rule that 
where a bank holds securities in custody 
for a customer it may, for its own pro- 
tection, insist that the customer come to 
the bank, identify himself, accept his 
securities and sign a receipt for the same. 
It was really the duty, therefore, of the 
German bank to instruct Lust that the 
securities were ready for delivery to him 
at the Central Hanover Bank and it was 
his duty to go to the Central Hanover 
Bank and get his securities in the regular 
manner. The bank properly retained the 
securities. 





244 


FORCES COMBINING FOR ECO- 
NOMIC AND BUSINESS RECOVERY 


OND hopes and prophecies of “‘hav- 
ing turned the corner of depression”’ 
have been so often defeated that 
it requires some degree of courage to 
state with any amount of conviction that 
the forces of deflation and of economic 
obstruction have been routed. In answer 
to lingering scepticism it may be asserted 
with assurance that the sustained rise in 
prices for stocks, bonds and commodities 
has not been artifically maneuvered for 
professional or political pre-election effect. 
Reliable advices from banking and stock 
exchange houses affirm that the real 
stimulus has come from renewed invest- 
ment demand from abroad and non- 
speculative orders from the interior. This 
reflects, both abroad and at home, a posi- 
tive change in business morale and popu- 
lar reaction from the extremes of depres- 
sion. Since July this optimism has per- 
sisted and it finds tangible support. 
Unquestionaly the attendance and re- 
sponse of two hundred and fifty of the 
leaders of American industry, business, 
finance and banking to the economic con- 
clave held recently jn Washington, at the 
request of President Hoover represents 
the most determined and vigorous drive 
yet launched to put an end to depression. 
Bank suspensions have become rela- 
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tively small in number, and with the 
facilities at hand, there is no longer any 
need for any sound managed bank to 
close its doors. Depositors are no longer 
susceptible to nightmares and unreason- 
able fright. Probably the most single 
significant development is the extraordi- 
nary large subscription to the latest 
Treasury new loan offerings, despite low 
interest rates. This can be interpreted 
in no other way than that there is an im- 
mense available store of idle capital. 
Notwithstanding some reaction for 
profit taking there has been a sustained 
bull market in stocks covering a period 
of more than two months. Over seven 
billion dollars was added to market value 
of listed issues on the New York Stock 
Exchange during August, the largest 
monthly rise in three years. The market 
value of bond issues listed on the Ex- 
change increased $1,457,499,716 during 
August, the largest advance since June, 
1931. In the last three months the mar- 
ket value of such bonds has increased 
$3,216,211,056. Cumulative figures jus- 
tifying enhancement of values may be 
ascertained from the return flow of gold 
from abroad, gains in car loadings, gains 
in commodity prices, building construc- 
tion, increasing employment in textile 
trade, automobile production, and the 
indexes of retail and wholesale trade. 


THE DESIGN OF THE NEW UNITED STATES SUPREME COURT BUILDING IN WASHINGTON, 


THE CORNERSTONE OF WHICH WILL BE LAID OCTOBER 13TH, COINCIDENT WITH THE 
ANNUAL MEETING OF THE AMERICAN BAR ASSOCIATION 
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COST AND EVALUATION OF 
TRUST NEW BUSINESS 


HE trust development division of 
the Financial Advertisers Associa- 

ation renders an important service 
in attacking the problem of ascertaining 
the cost of securing and of evaluating new 
trust business. Within the past few years 
this subject of applying scientific prin- 
ciples to cost and determining present as 
well as approximate future value of vari- 
ous types of trust business, has received 
increasing attention. A number of trust 
companies and banks have set up their 
own experience records with varying suc- 
cess. Such isolated efforts, however, have 
emphasized the need of securing some 
uniform and permanent system of main- 
taining records which might be adapted 
to trust departments generally. 

For the first time, an organized and 
systematic effort has been in progress in 
Chicago, where a committee composed of 
the heads of trust new business depart- 
ments of leading Chicago trust companies 
and banks, has been meeting weekly since 
last Fall in studying the subject and pre- 
paring areport. This report was submitted 
for discussion at the recent annual meet- 
ing of the Financial Advertisers Associa- 
tion in Chicago and yielded instructive 
debate at the sessions of the trust develop- 
ment division of this organization. For 
the purpose of mobilizing actual experi- 
ence and the best judgment as well as 
comparison, the Chicago institutions have 
set up a system of record cards as well as 
mathematical tables for computation 
based on mortality tables which afford 
a scientific means of ascertaining present 
value of fees to be derived from new trust 
business with various clauses of distri- 
bution. 

While the system of determining costs 
and of evaluation contained in the report 
of the Chicago committee is still in forma- 
tive stages, it represents the most con- 
crete and promising step toward the solu- 
tion of problems which confront every 
trust department. In trust business, as 
in industrial management, the “rule of 
thumb” plan must be abandoned. Trust 
officers have learned from sad experience 
that haphazard acceptance of new trust 
business from over-zealous development 
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representatives, has only too often re- 
sulted in liability rather than asset value. 
The large volume of trust and estate 
funds committed to the custody of trust 
companies and banks and the certainty 
that the corporate fiduciary is bound to 
assume a constantly increasing volume of 
trust business, renders it vitally necessary 
to lay down ascertainable records and 
mathematical computations which will 
guard against losses and place the trust 
department upon a proper earning basis. 
oo > 


ASSESSING COST OF EXAMINING 
TRUST DEPARTMENTS 


T the last session of Congress, Sec- 
tion 5240 of the Revised Statutes 
was amended so as to authorize the 
Comptroller of the Currency to assess the 
cost of examining trust departments under 
his jurisdiction on a pro rata basis against 
banks or trust companies having such 
departments. The amendment reads as 
follows: 

“Tn addition to the expense of examina- 
tion to be assessed by the Comptroller of 
the Currency as heretofore provided, all 
national banks exercising fiduciary powers 
under the provisions of section 11 (k) of 
the Federal Reserve Act, as amended 
(U.S. C., title 12, ch. 3, sec. 248 (k), and 
all banks or trust companies exercising 
fiduciary powers in the District of Colum- 
bia shall be assessed by the Comptroller 
of the Currency for the examinations of 
such fiduciary powers, a fee in proportion 
to the amount of individual trust assets 
under administration and the total bonds 
and/ or notes outstanding under corpor- 
ate bond and/ or note issues for which 
the banks or trust companies are acting 
as trustees upon the dates of examination 
of the various banks or trust companies.” 


°, o, %, 
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WHEN TRUSTEES EXERCISE 
“GOOD FAITH” 


URROGATE JUDGE SLATER of 
Westchester, New York, who has 

been unusually severe in regard to 
the accountability and exercise of “dis- 
cretionary power” by corporate fiduci- 
aries in making, retaining or disposing of 
trust investments under such conditions 
as have prevailed during the past few 
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years, is evidently in a more relentful 
mood. In a recent decision he construes 
the “good faith” rule broadly in favor of 
trustees who have used their best judg- 
ment. In this case, matter of Boulware, 
144 Misc. (N. Y.) 235, trustees were given 
the right to invest and reinvest in such 
manner and at such times as they might 
deem fit and proper. They converted 
bonds of the American Telegraph & Tele- 
phone Company into stock of the same 
company. At the time of the accounting 
and due to financial conditions the stock 
showed a paper loss. 

Referring to the change of the invest- 
ment from bonds to stock, Judge Slater 
said: ‘I decline to surcharge the trustees 
for the paper loss at this time. In my 
opinion, they exercised their best judg- 
ment and discretion, and the most that 
can be said is that it was a mere error of 
judgment, and such kind of error of judg- 
ment as every person in the country who 
has securities has been subjected to.” 


o, o, 2, 
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PERPETUITIES FAVORED IN 
CHARITABLE TRUSTS 


N unusual and interesting case, up- 
holding the principle that the rule 
against perpetuities does not apply 
to charitable trusts, has recently been de- 
cided by the New Jersey Court of Chan- 
cery in First Camden National Bank and 
Trust Company vs. Collins (110 N. J. Ey. 
623). The testator gave his residuary 
estate to a primary trustee to invest and 
accumulate for twenty-one years after 
the death of the survivor of six children. 
He then provided that after the expira- 
tion of twenty-one years from the death 
of the survivor the trustee should form a 
corporation and pay over the funds to the 
corporation. This corporation, as trustee, 
will invest the funds and allow them to 
accumulate over a long period of years 
until they reach the sum of three hundred 
twenty-seven million dollars and will then 
establish and maintain schools for the free, 
physical and religious education of boys, 
girls, young men and young women. 
The relatives who contested the will 
argued that the trust was invalid because 
it was too wide in scope as to the bene- 
ficiaries and not definite and, furthermore, 
that it would not benefit anyone for one 


hundred years. It was further alleged 
that the court should not make an excep- 
tion in such a case against the general 
rule that trusts in perpetuity are invalid. 
The contestants also claimed that the pro- 
vision for the formation of a corporation 
after the expiration of twenty-one years 
from the death of the survivor made the 
trust invalid because of the law of New 
Jersey permitting the continuance of a 
trust for only twenty-one years after the 
death of the survivor of persons not being 
named in the will. But the court gave a 
broad construction to this provision, stat- 
ing that obviously the testator had in 
mind the twenty-one year rule and that 
he evidently used the word “after” in the 
sense of “at” or “upon.” 

In spite of the objections raised by the 
contestants and the unusual character of 
the trust extending as it does in perpetuity 
over a long period of accumulation and 
applying to broad, charitable purposes, 
world-wide in their scope, the court said 
that such a trust does not need to be for 
the sole benefit of citizens of New Jersey 
and that there is no authority to prove the 
contention that there is any public policy 
of the state which would render void a 
trust which would be good if confined to 
the citizens of New Jersey, simply because 
its scope is world-wide. 


So te Me 
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RAILROAD BONDS 


RUST companies and banks as fidu- 
ciaries and holders of large volume 

of rail bonds outstanding, have a 
common interest in aligning their efforts 
with those of the National Association of 
Mutual Savings Banks which has ap- 
pointed a national committee to take a 
direct part in the settlement of railroad 
problems. In view of the fact that 
Class 1 of the railroads, for the first seven 
months of 1932 had a net railway oper- 
ating income at an annual rate of return 
of less than 1 per cent on their property 
investment, the attention of corporate 
fiduciaries in New York should be directed 
to renewal of the moratorium on railroad 
bonds as legal investments, passed at the 
last session of the New York legislature. 
This moratorium has prevented a large 
volume of railroad bonds from going off 
the legal list. 
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THE BANKER WRESTLES 


WITH HIS INVESTMENT 


PROBLEMS 


A PROGRAM OF READJUSTMENT AND REHABILITATION 


GEORGE F. SPAULDING 
Vice-president, The Northern Trust Company of Chicago 


(Epiror’s Note: The immediate problem with which bankers are struggling is that 
of rehabilitating and adjusting their own bond and investment accounts. For most institu- 
tions, owing to drastic shrinkage in market values, the task is a gruelling one. However, 
there are time-tested principles. Experience is another valuable qualification and that is 
what Mr. Spaulding brings to his discussion as to securities, undesirable and those proper 
for the bank portfolio. He analyzes various types of securities in the light of current and 
prospective conditions. As the guardian of public savings, he says, the banker must put 


liquidity and solvency before earnings.) 


HE bond account has seldom been the 

direct cause of a bank’s failure, but it 

amounts to the same thing when the 
banker in urgent need of cash has been 
forced to resort to his bond account only to 
find that the funds available from this source 
are inadequate owing to the extensive depre- 
ciation in prices. 

Many factors have contributed to the de- 
linquency of bond accounts. The fault lies 
partly in the wrong attitude frequently taken 
toward such an account. Income has been 
the primary and the reserve qualification a 
secondary consideration. A proper bond ac- 
count is not built up by haphazard buying 
but by first formulating some sort of an in- 
vestment program. Mere piles of brick and 
wood do not constitute a building. They 
must be put together according to an archi- 
tectural plan, Neither does the mere accu- 
mulation of bonds constitute a reserve ac- 
count. There must be a plan. An essential 
adjunct to this plan is the periodic examina- 
tion of the securities already purchased. 
There must be a constant weeding out proc- 
ess if the high quality is to be preserved. A 
proper program of careful selection, methodi- 
cal building and repair work will keep an ac- 
count in shape to do its part in an emergency. 


Pruning Operation 
If a banker sees fit to place some of his 
surplus funds in bonds, he should know what 
he is doing just as much as he should know 
how to build up a proper loan account. We 
are dealing, however, with realities. In 
most cases accounts have not been built up 


according to a plan; have not been examined 
frequently and repaired; and are, conse- 
quently, now in a dilapidated condition, The 
investment of money is always a _ serious 
problem but it has been complicated until 
recently by the painful effort to make belated 
repairs under a heavy barrage of liquidation, 
the poorest time of all for such an opera- 
tion. At the moment the situation is very 
different. We have had somewhat more than 
two months of steadily improving prices. <A 
much better opportunity is now afforded to 
eliminate the weaker members and prune 
back the account so that growth in the fu- 
ture can be from healthy stock. 

This pruning operation is difficult enough 
when the account is actually exposed for ex- 
amination; it is more difficult to deal with 
in a general way. It is the same as if a 
doctor were asked to prescribe for the ills of 
the nation. All he could do would be to lay 
down some general rules of health. In the 
following discussion an effort will be made 
to establish a sort of procedure indicating 
some of the considerations that will affect a 
decision to keep or to dispose of a given 
security. 


Classification and Analysis 

First, the account should be classified ac- 
cording to types: utilities, railroads, indus- 
trials, real estate, foreign, municipals, and 
United States Government securities. Utili- 
ties will be subdivided into two major 
groups: holding companies and operating 
companies. A further subdivision will group 
the electrical, water, telephone, gas and trac- 
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tion companies. Regrouping should also be 
made to indicate geographical distribution 
and management, for it must be remembered 
that it is as essential to diversify as to terri- 
tory and management as it is to diversify 
according to type. Corresponding classifica- 
tions should be made under the other major 
types. Omitting United States Government 
bonds, the percentage represented by each 
type should be calculated. As a rough guide 
refer to the chart, remembering that as con- 
ditions change, desirable group percentages 
change also. 

It is now necessary to consider analytical 
methods. Analysis is both an economic and 
a statistical problem. Some industries for 
economic reasons offer excellent investment 
opportunities ; others are varyingly favorable 
or unfavorable. Favorable industries from 
the standpoint of bond investment depend 
upon: 

1. Essential commodity ; 

2. Wide use; 

3. Small unit of sale; 

4. Absence of destructive competition ; and 

5. Are not dependent upon patent protec- 
tion. 

In the unfavorable group are industries fur- 
nishing: 

1. Novelties or 
style; 
Articles with limited or spasmodic use: 
Costly units ; 

Articles protected by patents or subject 
to abrupt improvements; 
5. Highly competitive products. 
A consideration of these factors makes it im- 
mediately clear why the utilities are partic- 
ularly favorable, with the exception of trac- 
tion companies which have suffered so severe- 
ly from the competition of motor vehicles 
that they have dropped completely out of 
the favorable classification. 


luxuries dependent on 


Factors of Change and Economic Adjustment 
Having examined a company from the eco- 
nomic standpoint, the statistical situation is 


next in order. <A_ specific issue must be 
judged in the light of the company’s location, 
earnings record, growth and __ financial 
strength, all of which pertain to or depend 
upon management. Companies engaged in 
the soundest type of business are often ruined 
by unwise management. In such a period of 
stress as we are now experiencing, quality of 
management of a company is pretty well re- 
vealed by a study of its past record in con- 
junction with an examination of its present 
condition as compared with other companies 
engaged in similar lines. Bad methods will 
show in the balance sheet by this time. 
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The ability of a concern to meet its obli- 
gations during periods of economic readjust- 
ment depends largely on the ability of its 
management. It is, of course, true that 
changing conditions sometimes overwhelm 
the best of managements and destroy the 
quality of an investment. The example of 
traction companies has already been men- 
tioned. The fear has also been expressed 
that competition is damaging the railroads. 
However, the best opinion in this connection 
is that capable railroad management can 
successfully meet any reasonable competition 
by buses and trucks. It is hardly to be ex- 
pected that the public is going to tolerate 
the serious congestion of the highways of 
the country which the increasing use of buses 
and trucks will bring about. The deterring 
factor will doubtless be increased taxes an@ 
a control of the rates charged by these new 
types of carrier. 

Another example of industrial change was 
that produced by the extensive use of silk 
and rayon on the woolen and cotton industry. 
Even the sudden decrease in the amount of 
clothes worn by women had a serious effect 
on the textile industry. Even habits and 
tastes, therefore, can become important fac- 
tors for change. 


Utility Holding Company Securities 

Management, as stated above, can hardly 
cope with such powerful forces but unwise 
management has been responsible for spoil- 
ing good companies engaged in sound lines of 
business. A typical example is the unwise 
financial policy followed by certain utility 
holding companies of paying excessive divi- 
themselves from their operating 
subsidiaries and not leaving sufficient sur- 
pluses with the subsidiaries to cover ade- 
quately depreciation and obsolescence. Hold- 
ing companies are sound in principle but 
some, through their operating methods, have 
become the leeches of industry, producing no 
earnings themselves and sucking dry the 
treasuries of otherwise conservative operat- 
ing units. There are few holding companies 
whose obligations can be considered as 
worthy of being included in a bank’s invest- 
ment account even if their constituent op- 
erating companies are perfectly sound. 
form a holding company 

stocks of a number of 
operating companies, Each subsidiary com- 
pany is likely to have outstanding both 
mortgage bonds and preferred stock. Obvi- 
ously charges must be met on both of these 
classes of obligations before dividends can 
be paid on the common on which the holding 


dends to 


In its simpler 
owns the common 
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company depends for its income. 
Looked at in its worst light, there- 
fore, a holding company is in a 
sense a third mortgage on a group 
of operating properties. Sometimes 
the set-up is so pyramidal that even 
a small percentage of change in the 
gross income of the operating com- 
panies produces an eight- or tenfold 
change of percentage in the income 
of the holding company. 

During a period of expanding 
business the holding companies can, 
consequently, makes an extraordi- 
nary showing, but the drop in earn- 
ings is just as extraordinary when 
the volume of business is receding. 
The 3 per cent tax on the gross in- 
come of operating companies which 
Was proposed last spring, if put into 
effect, would have reduced the in- 
come of several well-known holding 
companies more than 30 per cent 
A reduction in utility rates, though 
not imminent, is always a_ possibil- 
ity. There is also serious objection 
to the management fees which cer- 
tain holding companies collect 
though the better ones by this time 
have reduced such fees to a reason- 
able minimum. 


Rails, Industrials and Real Estate Securities 
The railroad trunk lines are for many 
years certain to carry a very large percent- 
age of the country’s freight. In a sense the 
railroads are a cross-section of the country’s 
business and yet they originate no business 
As one railroad president so apt- 
ly stated, “The railroads are merely the de- 
livery wagons of the country’s business.” 
The serious condition in the railroad indus- 
try at the present time is not the result of 
competition but is due essentially to the ex- 
traordinarily small volume of freight which 
there is to transport. Receiverships are like- 
ly in several of the roads. Bond prices ap- 
pear to be discounting such an outcome. 
Based on a study of past receiverships it 
seems reasonable to suppose that whatever 
securities may be given for rail bonds which 
go into default should at some future date 
be worth as much or more than the present 
prices. Intermediate declines as trouble ap- 
proaches and more or less serious delay in 
income have, of course, to be considered. 

In the industrial class, economic and sta- 
tistical data must be given particularly care- 
ful study. Few industrial bonds qualify for 
bank investment. The difficulty of refunding 
the short term obligations while business is 


themselves. 
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35% - Active 
25% - Fairly Active 
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Diagram of Investment Plan for Banks 
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Bond Account Reserve 
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40% - 1 to 2 years 
30% - 3 to 5 years 
30% - over S years 


Railroad 


DIVERSIFICATION 
Management Geographic 


The above chart, devised by the Northern Trust Company 
of Chicago is a guide 
Program and must be adapted to the particular require- 
ments of each bank. Security is of primary importance 
and it 


in formulating an Investment 


assumed that each investment qualifies in 
this respect. 


at low ebb renders insufficient the maturity 
protection. Some thought may well be given 
to exchanging some of the short industrial 
maturities for long term utility operating 
company bonds of good quality, a number of 
which are selling in the low 80’s. If condi- 
tions should be good enough to enable the 
refunding of the industrial bonds of doubt- 
ful maturity, the utility bonds should also 
sell close to par; whereas if the reverse 
should be true, trouble would be avoided. 
One is reluctant to mention such an exchange 
because as a policy the wholesale trading 
of bonds is a bad one for a bank. The funds 
obtained from the liquidation of unsatisfac- 
tory holdings should properly be subject to 
no different treatment than the investment 
of new funds. 

It is difficult to deal with real estate bonds. 
Marketability in such issues has always been 
poor and they should not be held in a bank’s 
account for the simple reason that short 
mortgages, well selected, should supply this 
type of investment. Here again individual 
examination and the policy of being willing 
to see things through will have to determine 
the treatment of the holdings. 


Foreign Bonds 
Foreign bonds are also a difficult problem. 
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Prior to the War the record of foreign gov- 
ernment bonds was equal to the very best 
utility issues and was far better than the 
record of railroad securities. We have ap- 
parently reached a new era in which it will 
be found that many responsible foreign gov- 
ernments have extended their debts beyond 
the limit of their ability to discharge them. 
Nevertheless, a distinction should be made 
between defaulting and repudiation. Very 
few countries have indicated any determined 
intention of repudiating their obligations 
even though there may have been some talk 
of sealing down the debt. 

Foreign bonds might be divided into three 
classes: First, the very low priced class 
including most of the South American group, 
the sale of which at these depreciated prices 
would be a serious mistake. The _ period 
which will be required for recovery is un- 
certain, but even so, chances favor much 
improved prices rather than total losses. 

Medium priced foreign bonds offer more 
of a problem. It is touch and go whether 
Argentina, for example, can avoid a mora- 
torium. Such an action has been urged by 
certain political factions in that country. 
Few would question Argentina’s ability and 
intention to meet her debt requirements 
eventually, but it must be remembered that 
dollars are required to meet dollar interest. 
A favorable trade balance is essential for a 
debtor country: otherwise gold reserves are 
eventually depleted. It is reasonable to sup- 
pose that a national government will have 
first call on available exchange. In an emer- 
gency, therefore, the national bonds might 
avoid default when available exchange was 
inadequate for the total external debt 
charges, In the case of Germany the direct 
government obligations are considered rela- 
tively safe from default. As a protection it 
might be advisable to exchange other German 
issues into the government 5% per cent bonds 
when the price differential is not unfavor- 
able. 

There seems to be hardly any good reason 
for continuing to hold the high priced foreign 
bonds. Many serious international problems 
have yet to be settled, and owing to so many 
uncertainties of trade and financial policies, 
even the sound foreign bonds are not secure 
against serious depreciation in price. In gen- 
eral foreign bonds are not suitable for bank 
investment, certainly until world conditions 
are stable and American investors have 
greater confidence in the quality of foreign 
eredits. Canadian government and provin- 
cial issues are an exception if payable in 
United States currency. 
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State and Municipal Obligations 

There is an old saying that the quality of 
credit represented by a bond is no better 
than the character of the people behind it. 
This saying is particularly true in connection 
with state and municipal obligations, An 
examination of a bond in this group should 
begin with a scrutiny of the community’s rec- 
ord, for the question is one of good faith as 
well as financial capability. The actual debt 
load, also the laws governing the size of the 
debt, should be noted. Some states have un- 
satisfactory laws which limit the taxes rath- 
er than the debt. Most of the northern 
states have a debt limit of 5 per cent on the 
assessed valuation and unlimited taxing pow- 
er. Taxing power is, however, of little value 
if the people are unwilling or unable to pay 
the taxes levied. Density of population, ra- 
cial predominance, and diversity of resources 
are all factors which have a bearing on the 
quality of a municipal issue. It is possible 
to obtain figures on recent tax collections. 
These will give a definite clue as to the real 
condition of affairs in a given community. 


Governments and Yields of Certificates 


Government bonds are not proof against 
depreciation as those who purchased the long 
term 3 per cent issue just a year ago well 
know. This issue, offered at par on Septem- 
ber 15, 1931, sold in the low 80’s only a few 
weeks later and it is now selling at about 
3% per cent discount, an amount greater than 
the entire year’s interest. Constantly in- 
creasing national debt has created from time 
to time a strain on the market for Govern- 
ment bonds, which pressure has been counter- 
acted vigorously by the market support af- 
forded by Federal Reserve buying, particu- 
larly of the shorter maturities. The knowl- 
edge that large deficits in the national budget 
are still to be expected and the fear that the 
artificial support may be withdrawn or be- 
come inadequate, create an uncertainty in 
connection with the prices of Government se- 
curities which should not be disregarded. 

Unfortunately the shortest maturities 
which normally give a reasonable yield and 
afford protection to a bank against serious, 
even if temporary, capital depreciation, are 
now selling at such high prices as to furnish 
almost no yield at all. The turn-in privilege 
is the only value to be gained by purchasing 
the shorter notes and certificates, but it 
should be noted that yield can be increased 
and maturities kept short by accepting the 
premium on a new issue and reinvesting the 
money in three to six months notes or cer- 
tificates at the same price. In this way a 
net coupon yield is obtained, protection is 
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had against fluctuation, and the new holdings 
can be turned in when due for other issues 
and the process repeated. This procedure 
has been carried on extensively and success- 
fully during the current year, Of course the 
risk is greater when the new offering hap- 
pens to be a long term one. 

The Fourth 4s are still relatively attrac- 
tive in spite of their present price of 103. 
By writing off the 3 per cent premium 
against the coupon income received to the 
first optional date, October 15, 1933, a yield 
of about 1.40 per cent remains and if the 
call is not made at that time, the holder 
has a 4% per cent return for as long as they 
remain outstanding. The issue is large 
($6,000,000,000) and is made up of ten series. 
The call will doubtless be made by series 
and it is impossible to know which 
will fall first, but six months’ notice 
be given in any case. There is 
possibility too that an attractive 
offer may be made. 


series 
must 
always a 
exchange 


A Bank Investment Program 

If as a result of the examination of the 
account certain issues are sold, or if the 
bank has surplus funds from other sources, 
it is now time to consider the investment 
program. First, what is the nature of the 
available funds? Generally speaking, bonds 
should not be bought with temporary sur- 
pluses needed for seasonal purposes unless 
they actually mature at the time when the 
funds are to be required. Government bonds 
which are normally stable enough in price 
to purchase for temporary investment are not 
now so desirable because of the low yield on 
the shorter issues and lack of stability in the 
longer. 

Every form of diversification should be 
included as the account is developed. The 
chart illustrates the many important appli- 
cations of this principle which is the essence 
of any investment plan, for through diversi- 
fication both the security and the liquidity of 
the account are decidedly improved. This 
chart has been drawn up not as a pattern to 
which every account should accurately con- 
form but to indicate the many factors which 
must be considered if the account is to have 
the desired protection. 


The Short Term List and Liquidity 

I suppose every purchaser of securities has 
a secret hope that they will appreciate in 
value. The fact remains, however, that the 
pure investor has only a right to expect sta- 
bility of principal and income over a period 
of years. Since stability of capital or, in 
other words, liquidity is of particular im- 
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portance in the bank’s investment account at 
any time, it is essential that a large pro- 
portion of bonds in the account should be of 
relatively short maturity, that is from one 
to five years. In normal times better yields 
can usually be obtained in the third, fourth 
and fifth year maturities and these can be 
built up and allowed to run off in due course. 
A high quality is, of course, imperative in 
order to be certain that the issues can be 
refunded even in adverse circumstances. 

No bank investment account is worthy of 
commendation without a well-packed short 
term list. Long term bonds, if purchased at 
all, should be added only after the short 
term list is substantially complete. A high 
degree of marketability is essential. Liquid- 
ity and marketability are not synonymous 
but certainly there could be no assurance of 
liquidity without reasonable marketability. 
Quality again is a determining factor but 
size and prominence of the company are 
also most important as well as the nature 
of the business represented. Small issues 
even of good quality often become frozen as- 
unfavorable times. Good market- 
ability is harder to obtain in short term 
bonds than in long term, but it should be 
sought for diligently. 

It is unnecessary to discuss further of the 
different types since these have already been 
considered. Utilities are favored by such 
a large percentage not only because of their 
inherent soundness, if well managed, but 
also because there is such a large number 
of issues from which to make selections. 


sets in 


Contact with Large Institutions 


It is most desirable for the small bank to 
establish close contact with a larger one 
which has good statistical files and can af- 
ford to engage men to specialize in examin- 
ing and interpreting statistical data. No 
such institution can be expected to take over 
the small banker’s problems or to assume re- 
sponsibility for passing on each bond issue 
submitted to him to buy, but consultation is 
a valuable training as well as a safeguard. 
Representatives of even the larger banks and 
investment houses are constantly consulting 
each other and exchanging ideas. No invest- 
ment specialist could possibly keep up to 
date without contacting regularly other men 
engaged in the same work. 

The banker must remember that liquidity 
and solvency are more important than the 
maintenance of earnings. He must be will- 
ing to accept the depreciation in income as a 
premium paid for insurance against losing 
his position as guardian of the public sav- 


ings. 





BANKING FACES A PERIOD OF RECONSTRUCTION 
UNPRECEDENTED EXPANSION OF GOVERNMENT AND FEDERAL 
RESERVE CREDIT 


GEORGE V. McLAUGHLIN 
President of the Brooklyn Trust Company, Brooklyn, N. Y. 


(Epiror’s Note: 


While recognizing the highly important and useful services per- 


formed by the Reconstruction Finance Corporation and through other agencies of Govern- 
ment and Federal Reserve operations, Mr. McLaughlin points to the fact that the Govern- 


ment is now competing with banks in the extension of credit and financing. 


He alludes 


to the newly acquired authority of Federal Reserve Banks in opening its doors to individual 
borrowers “‘in unusual and exigent circumstances” as establishing a new principle and 


precedent. 


Mr. McLaughlin, in his paper before the Adirondack Bankers Association 


points to recent evidences of recovery as due largely to change in mental attitude and the 
‘psychological atmosphere.’’) 


HILE I would not be so rash as to 

say that we have passed “the turn” 

of the ‘business tide, it probably may 
be said without fear of contradiction that we 
have witnessed “a turn.” There has been a 
noticeable change in the psychological atmos- 
phere. A few months ago many serious- 
minded persons feared that the United States 
would be forced off the gold standard; mar- 
ket values of bonds and stocks were melting 
away on almost nominal offerings because 
few had the courage to buy; commodity 
prices had been falling for three years; bank 
deposits were steadily shrinking. 

The gold standard fears now look ridicu- 
lous; and in three months bond values have 
recovered substantially half the ground lost 
during the preceding two years. Stocks, on 
the average, have doubled in value in two 
months. Prices of many commodities have 
turned upward. The decline in bank de- 
posits has ceased in most parts of the coun- 
try, and in some localities, notably New York 
City, there have been increases. Yet there 
has been no evidence of actual improvement 
in operating profits of the leading railroads, 
public utilities or industrial corporations, 
outside of a cessation of inventory losses in 
some instances. 


Change in Mental Attitude 
The changes are mere manifestations of a 
new mental attitude. There has been at 
least a partial restoration of confidence. Re- 
gardless of current operating profits, both 
the banker and the business man felt more 
sure of themselves and their position on the 


first day of September than they did on the 
first day of June. As evidence of this fact, 
there have been no bank closings in the en- 
tire Second Federal Reserve District since 
July. 

It would be superfluous to enumerate all 
the probable causes of this improvement in 
general confidence. The Lausanne Confer- 
ence, the cessation of foreign gold withdraw- 
als, the adjournment of Congress without 
passage of inflationary legislation, the vir- 
tual halt in hoarding of currency and gold, 
all are familiar events of recent history. 
One of the numerous constructive influences, 
in my opinion, has been the work of the Re- 
construction Finance Corporation. Over 60 
per cent of the funds advanced by this cor- 
poration has been loaned to banks and trust 
companies in order to prevent suspensions ; 
about 20 per cent has been loaned to rail- 
roads, principally for the purpose of avoid- 
ing receiverships. It cannot be denied that 
the loans made by the corporation have pre- 
vented hundreds of bank closings which 
might have brought about a far more seri- 
ous impairment of confidence than that which 
actually occurred. 


Helpful Operation of Reconstruction 
Corporation 

If we look at the record we find that dur- 
ing the six months prior to the beginning of 
Reconstruction Finance Corporation oper- 
ations on February 2nd, last, 1,860 banks 
closed, involving deposits of $1,449,000,000 ; 
while in the succeeding six months closings 
numbered 504, with aggregate deposits of 
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$338,000,000. According to Mr. Ogden Mills, 
the corporation had made loans to approxi- 
mately 4,200 banks up to the end of July, 
and if we are conservative and assume that 
only half the banks assisted would other- 
wise have closed, it is seen that there might 
have been 2,600 bank suspensions in the six- 
month period instead of 500. 

It must be borne in mind that the activi- 
ties of the Reconstruction Finance Corpor- 
ation have been relatively more important 
outside New York State than in it, for the 
reason that financial relief has been needed 
more urgently elsewhere. Out of 4,196 bor- 
rowers receiving advances up to the end of 
June, only 125, or 8 per cent were located in 
New York State, which accounts for ubout 
10 per cent of the country’s population. 
Since the first of this year, there have been 
only ten bark closings in New York State, 
against approximately 1000 in the remainder 
of the country. But even though our record 
may look favorable, I think it would be 
worth our while to examine the situation 
and see what we can learn from it. 


Aid Extended to Smaller Banks 

Consulting the official report of the Recon- 
struction Finance Corporation for the pe- 
riod beginning with its organization and 
ending June 30, 1932, we find that the bulk 
of its banking borrowers were institutions 
located in villages and small cities. Ninety 
per cent of the borrowing banks were located 
in communities of less than 50,000 popula- 
tion. These institutions are a part of the 
great category of so-called “country banks,’ 
a term used by the Federal Reserve Board 
to designate all banks outside New York 
City, Chicago, and the sixty other “reserve” 
cities. Inasmuch as there are many cities 
of more than 50,000 population which are 
not “reserve” cities, it is apparent that the 
“country bank’ category as a whole must 
have accounted for more than 90 per cent of 
the total number of borrowing banks. 

The explanation is fairly simple. On June 
30, 1930, before the recent deflation of bank 
credit began, the “country” banks which were 
members of the Federal Reserve System, ac- 
cording to Federal Reserve Board statistics, 
had only 19 per cent of their earning assets 
in unpledged government securities, eligible 
paper and brokers’ call loans combined. 
There are no figures available for non-mem- 
bers but no doubt the ratios would be simi- 
lar. In the following two years, their de- 
posits showed a shrinkage of 26 per cent. 
The borrowing power at the Federal Reserve 
banks was insufficient to meet their needs. 
On the same date the “reserve city” banks 
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(including New York) had 381 per cent of 
their earning assets in unpledged govern- 
ment securities, eligible paper and brokers’ 
call loans; in the succeeding two years their 
deposits shrank 21 per cent. 

Federal Reserve Board figures show that 
on the same date, (June 30, 1930, if you have 
forgotten) the “country bank” members, 
numbering about 7,000 had about 25 per cent 
of their earning assets invested in securities 
other than United States Government obli- 
gations. Now New York City member banks 
had 12 per cent of their assets so invested, 
and for those in other reserve cities the ratio 
was 14 per cent. These figures carry the 
inference that the country banks had an 
unduly large part of their funds invested in 
miscellaneous securities and too small a por- 
tion in Government securities and eligible 
paper. They were unprepared for the col- 
lapse of bond prices and the heavy with- 
drawals of deposits that were to come. 


Elimination of Excessive Interest and 
Competition 

One of the main causes of this situation, in 
my opinion, was excessively keen competition 
for deposits. This led to payment of high 
rates of interest on balances. In order to 
pay high rates of interest, the banker found 
it necessary to invest in high-yielding bonds 
which salesmen were eager to sell him. As 
long as so-called “prosperity” continued, all 
was well, but what happened to high-yield 
bonds since 1930 is a matter of record. For- 
tunately, the trend has turned in the other 
direction. Two or three years ago the aver- 
age bank paid out as interest on deposits, 
38 cents out of every dollar of gross revenue. 
The ratio is now down to 15 cents out of 
every dollar in most of the New York City 
banks. 

A recent survey by the Bank Management 
Commission of the A. B. A. showed that out 
of 244 reporting clearing houses throughout 
the country, the members of 111 had dis- 
continued entirely the payment of interest 
on demand deposits. Many of the others re- 
ported that deductions for legal reserve, or 
“free balances,’ or both, were being made 
before computing interest. It is becoming in- 
creasingly clear that the duty of the banker 
to the public is the conservation and trans- 
fer the funds, and not the payment of inter- 
est. 


Government in the Banking Business 
Returning to the subject of the Reconstruc- 
tion Finance Corporation, which has so ably 
assisted in meeting the economic crisis, it is 
impossible to escape the observation that its 


good works have been bought at a price. 
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It has substituted the credit of the United 
States Government, in which investors have 
and have had confidence, for that of sun- 
dry institutions and enterprises whose credit 
did not command confidence, and thereby 
has enabled the people of the country to 
avoid considerable distress, but at the same 
time it has put the Government into the 
banking business. 

While I have the honor of serving the New 
York Agency of the Reconstruction Finance 
Corporation as a member of its advisory 
committee, I want to emphasize that my re- 
marks on the subject of its operations are 
made as a private citizen and banker and 
not in any official capacity. 

Ever since the corporation began opera- 
tions, it has been extending credit which 
might have been extended by the banks di- 
rectly if they had had the funds and had 
been willing to assume the risks. Moreover, 
within the last two months the Reconstruc- 
tion Finance Corporation’s powers have been 
extended to permit the lending of a maxi- 
mum of $1,500,000,000 to finance self-liquidat- 
ing projects of a semi-public nature; it has 
been authorized to lend up to $300,000,000 
to the various states to be used for unem- 
ployment relief purposes; and it is to fur- 
nish the $125,000,000 initial capital of the 
Home Loan Bank System. Meanwhile, the 
doors of the Federal Reserve Banks have 
been opened to individual borrowers “in un- 
usual and exigent circumstances.” While it 
is not likely that the Federal Reserve Banks 
will make many loans of this kind, a new 
principle has been laid down and a new 
precedent established. 


Expansion of Government Credit 
The significance of these developments to 


the bankers of the country can searcely be 
over-emphasized. Government credit to the 
extent of about 10 per cent of the aggregate 
commercial banking power of the United 
States has been made available for the mak- 
ing of loans which the banks themselves 
might make under proper conditions. In the 
past, commercial banks have helped to fin- 
ance semi-public works of a self-liquidating 
character; savings banks have bought bonds 
af such enterprises. Banks have loaned 
funds to states, both directly and through 
purchase of bonds. Likewise, they have 
loaned against first mortgages on small 
homes, which is the function of the Home 
Loan Banks. Of course, it is not at all cer- 
tain that this tremendous Reconstruction 
credit will be fully utilized; probably it will 
not, but it is there, ready for use. More- 


over, the bankers of the country will have to 
supply a good part of the credit which the 
Treasury will use to buy Reconstruction Fin- 
ance Corporation debentures, since it cannot 
be supplied out of present Federal taxes. 

We are now facing what might be called 
the “reconstruction” period in banking. As 
the designation implies, it means hard work 
for the bankers. It is too late to talk about 
keeping the Government out of the banking 
business; it is already in. Perhaps it could 
not have been otherwise. However, I do not 
believe that our business is in any danger. 
If we make all the sound loans that we can, 
and reject those which involve undue risk, 
we will not have to worry about Government 
competition. If we keep our houses in order 
and prove to the public that we are worthy 
of their trust, our funds will be sufficient to 
meet legitimate credit requirements and no 
doubt the demand for extraordinary ad- 
vances will cease with the return of business 
stability. 
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HOW TRUST OFFICERS SCRUTINIZE 
INVESTMENTS 


Discussing the care and conservatism with 
which experienced trust officers are accus- 
tomed to select or deal with investments for 
trust accounts, Harold C. Bailey, associate 
trust officer of the Hartford National Bank 
& Trust Company of Hartford, Conn., says: 


“The experienced and careful trustee will 
lean to the side of conservatism and in 
troubled times buy those securities as nearly 
immune from attack as may be found. When 
it comes to a question of a sale of common 
stocks which have been delivered to him, a 
much more difficult problem arises. His de- 
cision will depend not alone on the general 
prospect or on the outlook for that stock, but 
also upon the degree of existing diversifica- 
tion in the fund and its balance between dol- 
lars and equities. 


“In any particular security, the element of 
adverse leverage exercised by fixed charges 
and funded debt will be carefully considered, 
and holding companies in general will be 
serutinized with especial care, however fa- 
vorable the company’s past history or repu- 
tation. It is probably truer today than ever 
before, that only the full measure of fore- 
sight and intelligence exercised by the ex- 
perienced individual trustee or resulting 
from the research and deliberations of the 
corporate trustee, will suffice to solve exist- 
ing problems and point the way safely and 
conservatively into the future.” 





“DEFENSIVE SELLING” OR CONSERVING POTENTIAL 
TRUST BUSINESS 


ANALYZING CAUSES OF LOSS AND PLANS OF CIRCUMVENTION 


CHARLTON ALEXANDER 
Vice-president of The Mississippi Valley Trust Company of St. Louis, Mo. 


(Eprror’s Nore: Of equal if not of greater importance than the diligent quest for 
new trust business, is the necessity of keeping potential trust business on the books under 
conditions such as have prevailed during the past two or three years. Some losses of prin- 


cipal and income are unavoidable and due to shrinkage of market values. 
are which can be identified as arising from “ 


Others there 
Phage dice ‘ 
inside’ or extraneous sources and to which 


Mr. Alexander directs particular attention in his instructive paper presented at the recent 
F. A. A. convention.) 


UCH constructive thought has been 

devoted to the subject of conserving 

potential trust business, during the 
past two years, but little has been done 
about it. Nevertheless, something must be 
done about it, because it is entirely illogical 
that so much effort and expense should be 
devoted to getting new business, and prac- 
tically nothing is being done to stop the leaks 
through which entirely too large a percentage 
of the business on our books is being lost. 
The sooner we make a start, the sooner will 
our composite thought and experience be 
available to us all. If these suggestions suc- 
ceed only in provoking constructive criticism 
and thoughtful contributions from those 
more qualified than I, the effort may prove 
mutually beneficial. 

“Stonewall” Jackson is generally regarded 
as having been the greatest tactitian of mod- 
ern times. His plan was ‘to know the 
strength and motives of the enemy as nearly 
and as early as possible; consider primarily 
his defenses thereto; and then get there first 
with the most men. Before we can move 
forward we must know and analyze the 
causes of these losses, and then work out 
our plans to circumvent them, and then get 
there first with our men. 

These causes may be divided into two gen- 
eral groups, namely: those which originate 
from within your organization, and there- 
fore, can be definitely determined and largely 
obviated by direct action specifically applied ; 
and those originating from the outside, 
which cannot be foreseen and controlled in- 
dividually, ‘and which must be dealt with 
through a group plan. 

Before analyzing these two groups there 


should be mentioned another category of 
losses which are normal and inevitable, such 
as: permanent removal from the city; elec- 
tion of the customer, or a member of his 
family, as a director or officer of a rival 
institution; changes of relationships through 
marriage; losses and shrinkage in estates; 
changes brought about by death in the fam- 
ily, ete. While, usually, nothing can be done 
to prevent these losses, much can be gained 


CHARLTON ALEXANDER 


Vice-president, Mississippi Valley Trust Company of 
St. Louis 
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by analyzing and classifying them as to 
dates, ages and causes, and merely deter- 
mining the probable percentage of your fixed 
losses. Such knowledge is essential to well 
considered appropriations for new business 
development. Moreover, through tact and 
personality at the time of the withdrawal 
of the business we can salvage much good- 
will. 


Classifying Inside Losses 


The causes of potential business losses 
originating from within your organization 
should be classified further into two groups, 
as follows: Those emanating from misdi- 
rected business policies of the institution, 
and those which have their origin in dere- 
liction or inefficiency of an officer or em- 
ployee. It is not so important here to name 
these causes and to suggest their remedies, 
as it is to insist upon alertness in sensing 
their presence and effect, and to urge upon 
you the necessity of promptly and courage- 
ously eliminating them yourself, or forcibly 
-alling them to the attention of those in 
authority in each particular case. 

Business policies that are wrong in prin- 
ciple are the greatest causes of the loss 
of business already on your books; and the 
greatest of these is a wrong attitude on the 
part of some of our institutions toward their 
local Bar. It would be out of place to dis- 
cuss this subject here. It should be sufficient 
to state that it is crying for adjustment in 
many localities. It cannot be handled on a 
national scale. Stripped of some seemingly 
insurmountable details, the solution, I be- 
lieve, lies in the suggestion that each side 
should confine itself strictly to that part of 
the work which each is best qualified and 
equipped to handle efficiently and promptly, 
namely: the trust company should handle 
the financial and business side of estate 
planning, administration and trusts, and the 
attorney should handle only the purely legal 
side thereof. An harmonious spirit of co- 
operation for the best interests of the public 
must be present at all times. 


When Fee Schedules Are Out of Line 

Many fee schedules are out of line. Their 
very rigidity sometimes results in over- 
charges in particular cases. Their lack of a 
basic uniformity as between rival institu- 
tions makes for distrust. A fair profit for the 
work done, or to be done, is all any business 
“an exact. If it is more than that in any 
particular case you risk the loss of much 
business through adverse publicity. The price 
tag is the greatest factor in our business. All 
that any fee schedule should stipulate is a 
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broad basis with which all are in accord, 
with plenty of latitude for making special 
contracts for special rates if the work is 
either more or less than the average case, 
in view of the amount involved. If your 
work is of high quality, and you can ‘de- 
liver,’ there should be no fear of price 
cutting. 

Competition with other trust companies for 
unattached business presents a friendly ri- 
valry which is healthy and exhilarating; but 
the practice of raiding the business that is 
already on the books of a rival trust company 
invites retaliation, and inevitably leads to 
a chaotic condition which will keep the cus- 
tomers. disturbed, make them feel that our 
business carries an undue profit, and cause 
much wasted energy, loss of business and 
expense. There is, and always will be, plenty 
of desirable trust business, without raiding 
your neighbor’s till. The trust companies in 
any community, preferably through their 
fiduciary association, should, through the in- 
tervention of a grievance committee lay down 
and enforce rules of ethics that will maintain 
a normal condition in this regard. Many 
other policies will occur to you in the course 
of your work which are causing loss of busi- 
ness, and which demand prompt action. 


Dereliction or Inefficiency 


The other classification of the causes of 
loss of our potential business embraces those 
arising from the dereliction or inefficiency 
of the individual within your organization. 
I shall refer briefly to some of them. A piece 
of business which has been oversold by high 
pressure methods, or strenuous campaigns, is 
only half sold, or, maybe, not at all. If you 
are using this method and paying for the 
production, you are not getting your money’s 
worth, though you may be getting undeserved 
publicity in your new business reports. And, 
by the way, weekly reports should contain 
the losses of new business, with estimated 
amounts, and the names of the parties who 
originally secured it. 

Tact and personality follow closely behind 
knowledge and experience as qualification for 
a bank official or public contact employee. 
This is particularly true in a trust depari- 
ment. One tactless remark, or discourteous 
attitude, can cost you more business in dol- 
lar value than the year’s salary of the guilty 
official, particularly if it is circulated in a 
resentful manner by a woman of culture and 
standing. Know your men; follow up 
promptly every such act coming to your at- 
tention; endeavor to correct the first of- 
fender; if it is repeated, either place him 
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where it cannot happen again, or get rid 
of him. 

Put out your work in attractive, business- 
like form, and do it at the earliest time that 
it can be done. Avoid mistakes in address- 
ing and the spelling of names. Endeavor to 
see to it that every customer contacting every 
branch of your department goes away with a 
good word for the treatment received at your 
hands. When you get hold of a mean piece 
of business, don’t whine—make the most of 
it; and never resign under the fire of diffi- 
culty. Avoid taking issue with a customer; 
or if you must, don’t make him feel that his 
judgment is inferior. As far as possible put 
into effect the slogan: “The customer is al- 
ways right.” 


Vigilance and Care in Handling Investments 
The major part of our business is invest- 
ing trust funds. That is what we are paid 
for. Almost anyone can keep books, collect 
and remit. This is demonstrated by the dis- 
parity between our fees as trustee and as 
custodian. A dissatisfied customer will talk, 
and keep on talking until his criticism 
reaches other customers. It can hardly be 
estimated how far a bungled investment job 
may go in influencing withdrawals of poten- 
tial business. If we contract to do a job in 
a workmanlike manner, the of doing 
that job conscientiously cannot become the 
first consideration. New business men can 
have a great influence toward perfecting the 
investment machinery of their institution, if 
they gather and present statistics on the 
business withdrawn as a result of criticisms 
of the investment practice of yours and other 
trust companies. ‘Should you become con- 
vinced that your investment practice is not 
up to the highest standard, you should re- 
spectfully insist upon changes being made. 


cost 


The ‘“‘Hard-boiled’” Banking Attitude 
deal of 


A great business has been with- 
drawn from our trust departments during 
the past two years as a result of an un- 
necessarily “hard-boiled” attitude toward 
customers regarding their loans and other 
business in the financial departments. Un- 
doubtedly, sound banking cannot be ignored 
because a borrower is also a trust customer, 
and it should be given little weight, unless 
the fact of the trust lends substantial sta- 
bility to his credit. 

On every credit card and customer file in 
the financial department there should appear 
prominently the essential details of his trust 
department relations. I have in mind an offi- 
cial of a bank who, through his consum- 
mate tact, can turn a loan down or sell out 


257 


a customer’s collateral and make him like 
it. Such ability is rare indeed; moreover, 
it is difficult to get all of the officers of the 
financial department trust-minded. Little 
can be done to dislodge the idea in the 
minds of some of them that the trust de- 
partment is little more than a-service de- 
partment of the bank. 

Banks with both bond and trust depart- 
ments are now losing the trust business of 
some customers who say: “If the securities 
your bond department sold me reflect your 
idea of good investments, then I don’t want 
you to invest the funds of my estate.” No 
explanation will appease them. 


Segregating Trust Functions 


There is one effective remedy that the 
larger, self-sustaining trust departments can 
resort to, namely: Organize the trust depart- 
ment as a separate, independent corporation, 
with its own board of directors, and own 
officers who are not connected directly with 
any other bank; taking care that there shall 
remain enough financial interest in the new 
institution to insure the loyalty of the in- 
stitution from which it withdraws. The “de- 
partment store’ idea of banking has ex- 
panded too far. There is really no more 
reason why commercial banking and trust 
functions should be combined in the same 
corporation, than why a law firm should be 
combined with a building and loan associa- 
tion. 

Extraneous Sources of Loss 


We can now consider those causes of the 
loss of potential business which spring from 
outside our institutions, and over which we 
have no control, but concerning which some- 
thing can be done. They are few, indeed. 
We are also assuming that nothing can be 
done about the fundamental causes of loss 
that have been enumerated. If our superiors 
insist upon a course of action or policy that 
is known to cause distrust or dissatisfaction 
to trust customers, then we must insist upon 
spending some of the earnings, and devote a 
part of our crowded time to offset it. 

But whether your institution is doing all 
it ean to correct such practices, or not, or 
assuming that your general policies are all 
that they should be, there are certain ex- 
traneous sources of loss that can be mini- 
mized by well-ordered plans for reaching the 
customer direct, and which will at the same 
time, create a vast amount of good will. I 
shall refer only to a few of them, which have 
been gleaned from our experience and obser- 
vation. 

The keynote of any general contact plar 
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is to keep the customer always in the frame 
of mind that he is receiving a disinterested 
service from you; and avoid creating the im- 
pression that you are afraid you will lose 
his business. This requires adroitness and 
skill. The next most important thing to 
keep in mind is to get to your customer first 
with your suggestions, before a solicitor of 
a rival institution points it out to him. If 
the customer has been thinking over the 
matter he will be flattered by your competi- 
tor’s verification; if he has not, then he will 
say or think—“why didn’t the so-and-so trust 
company tell me that?’ 


Sane Constructive Suggestions 

A few illustrations and comments, in con- 
clusion, will suffice. If a will has provided 
for certain large specific bequests, constitut- 
ing a “first call” on the net assets, and the 
estate has shrunk to the extent that the 
family, who are the residuary legatees, get 
disproportionately less than they should, it 
is better that he not have a will at all. Many 
estates are facing this embarrassment now. 
Parenthetically, I might say here that the 
family should always be given the “prior 
lien” on the assets, by first setting aside a 
percentage, but not less than so-much, for 
them, and then providing for friends, col- 
lateral kindred and charities on a percentage 
basis, out of the residue. This situation pre- 
sented above should be called to the atten- 
tion of all of your potential customers who 
have named you in such wills and insurance 
trust agreements. 

The average age of the wills executed upon 
in one trust company is three years and seven 
months. This shows that wills are revised 
often, and that there is a constant ebb and 
flow of your wills all of the time. It also 
brings forcibly home to us that “if you can 
keep the faith, loyalty and confidence of your 
present customers your institution is on a 
bed-rock foundation.” Changes are made in 
the laws affecting wills, particularly relat- 
ing to taxations, from time to time. Tell 
your customer promptly of such changes, 
and how it probably affects his estate plan. 

Make your plan automatic and simple, but 
apply real thought to each case. This can be 
done by having a card made out for each 
customer with age and his estate set-up, devi- 
sees, etc., typed briefly thereon. This is done 
by your assistant at the time the business 
is secured or revised. Catalogue them, and 
cross index them as to principal features, 
amounts, ete. When a particular situation is 
likely to affect some class of your customers, 
or all of them, call for the cards you want 
and then dictate personal letters to them, 
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and asking them to come in to see you. 
Those who do not come in shortly should be 
called upon by your man who contacted the 
particular case. 

Every two years the card of every cus- 
tomer not so contacted should be brought up 
for a personal call, with the suggestion that 
a revision of the document may be necessary 
on general principles. I do not believe in 
sending out a form letter periodically to all 
of your potential customers. Invariably there 
will be those whose situations do not fit your 
suggestion. Besides, to those who are worth 
while, the actuating motive of such a letter 
will be quite obvious, and may do more harm 
than good. 
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CHICAGO TITLE & TRUST COMPANY 
NAMED EXECUTOR IN MRS. 
McCORMICK’S WILL 

Exceptionally broad powers are conveyed 
to the Chicago Title & Trust Company as 
executor named in the will of the late Mrs. 
Edith Rockefeller McCormick, who died dur- 
ing the latter part of August and was at 
one time reputed to be the richest woman in 
the world with an estate valued at $40,000,- 
000 which, according to latest appraisals is 
said to have a value of around $10,000,000. 


Under the terms of the will five-twelfths of 
the estate is bequeathed to Edwin D. Krenn, 
who was the closest business advisor and 
friend of the testatrix and which on the 
basis of latest estimates would amount to 


$4,166,000. It is of interest to note that Mr. 
Krenn did not choose to accept this inheri- 
tance and has signed an agreement whereby 
he relinquishes all claims against the Mce- 
Cormick estate to his business partner, Ed- 
ward A. Dato, in return for a guaranteed 
monthly income of $2,000 for life. The re- 
maining seven-twelfths of the estate are di- 
vided among the two daughters and the son 
of Mrs. McCormick. A clause in the will de- 
prives any beneficiary of his or her share in 
ease of contesting the will. 

As executor of the estate the Chicago Title 
& Trust Company filed a petition asking that 
the company be granted letters of adminis- 
tration to collect. This request was made in 
order to conserve assets in the expectation 
of delays in settlement. Another clause in 
the will relating to powers of the executor 
states: “And in general to do and perform 
all acts and things whatsoever which the ex- 
ecutor could do or perform if it were the 
absolute owner thereof.’”’ The will explains 
that the provision in behalf of Mr. Krenn is 
made in recognition of debts and loans made 
by him to the testatrix. 
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It’s Our Job to Manage 
Estates and Trusts 








CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 


purpose — the care and manage- 





ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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BURROUGHS 
TRUST MACHINE MEETS EVERY 
ACCOUNTING REQUIREMENT 












TRUST DEPARTMENT JOURNAL 
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Some trust companies prefer principal 
and income cash on one ledger with a 
combined balance of cash always 
available. The illustration shows this 
handled on Burroughs Trust Machine 












Burroughs Trust Machine not only fits any trust accounting system, 


but it brings greater speed, ease and simplicity to the accounting 





work of the entire trust department. 






Trust officers, especially, appreciate the neat, accurate, up-to-date 





records furnished by this new Burroughs, as well as the practical, 






definite economies it effects in time, labor and expense. 










A telephone call to the local Burroughs office will bring full infor- 


mation. Or write Burroughs Adding Machine Company, Detroit, 






Michigan, for special illustrated folder. 


Burroughs 





INCREASED EARNINGS THROUGH USE OF MODERN 
TRUST RECORDS 


NEW SYSTEM OF ACCOUNTING PROVIDES FLEXIBILITY, ACCURACY 
AND ECONOMY 


W. H. HOLMWOOD 
Assistant Trust Officer, The Guardian Trust Company, Cleveland, Ohio 


(Eprror’s Note: The following article presents the first detail description of a mod- 
ernized system of trust records and accounting which has been developed by the trust depart- 
ment of the Guardian Trust Company of Cleveland and based upon several years of actual 


operation. 


It embodies the results of exhaustive study and research, the application of im- 


proved mechanical equipment, especially designed for trust department controls. It expedites 
reference, simplifies analysis of individual accounts, as well as the department as a whole, 
simplifies audits and safeguards assets as well as providing a complete record of each trust in 
conveniently accessible form. Specific questions relating to the system will be gladly answered 


by the Guardian Trust Company.) 


T first glance any system of trust ac- 

counting appears quite complicated, 

but is in reality simple, embodying 
set fundamentals. Large volume adds its 
problems, as do personal idiosyncrasies and 
preferences of individual trust officers. As a 
result, there probably never will be a sys- 
tem built that will be universally accepted by 
all trust men. Great strides, however, are 
made toward uniform trust policies, 
and no doubt the time will come when there 
will be more uniformity of trust 
Mechanical devices, promoting economy of 
operation and clarity of records, will be re- 
sponsible in a large degree for this, as the 
question of economy is uppermost in the 
minds of trust executives. 

The system to be described has been in 
actual operation for several years and was 
originally outlined at the Mid-Winter Trust 
Conference of the American Bankers Associa- 
tion in 1930, by A. F. Young, vice-president 
of the Guardian Trust Company, of Cleve- 
land, Ohio, the executive officer in charge of 
the personal trust department. The purpose 
of this article is to present the system more 
in detail, with the hope that it will prove 
helpful and perhaps act as a guide to trust 
‘xecutives in considering problems of trust 
sccounting. 

A trust department sells service, or men 
ower, thus a large portion of the cost of 
rust service represents salaries to those en- 
caged in the actual work. Modern trust serv- 
‘e demands a corps of specialists in the vari- 


being 


records. 


ous phases of the work, including security 


analysis, tax service and property manage- 
ment. All of these service units support the 
administrative and executive trust officers. 
An adequate accounting system, with com- 
plete and easily available records, frees the 
higher paid personnel from details, permit- 
ting them to better 
trust customers, to 


their service to present 

handle additional ac- 
counts, and provides time for the solicitation 
of new business. 


Records and Divisions of the System 


To this is added the savings of the operat- 
ing group made possible by the preparation 
of records most essential to the system, pre- 
pared as by-products of the general postings, 
and mechanical proofs, reducing the audit 
force to a minimum. The description of the 
system is supplemented by reproductions of 
forms properly filled in, depicting the records 
of an actual trust account. Thus the records 
of the system are as follows: 


I. Administrative. 
A. Synoptic record, 
1. Data regarding customer. 
Synopsis of salient points in Trust 
Agreement. 
Record of allied business. 
Investment powers. 
» General remarks. 
B. Record of trust investment recommen- 
dations, 
1. By trust. 
2. By security. 
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II. Operating. 
A. Index. 
1. Combined alphabetical 
address record. 
2. Numeric. 
3. Miscellaneous alphabetical. 


index and 


B. Income Account. 
1. Income posting ticket. 
2. Customer’s statement. 
3. Income cash ledger. 
4. Posting journal. 


Principal Account. 

1. Principal posting ticket. 

2. Customer’s statement. 
Principal ledger. 

4. Asset record filed by trust. 
Asset record filed by security, or 
line record of securities. 

6. Posting journal. 


Asset Control. 
1. Control posting ticket. 
Control record for each asset. 
8. Posting journal. 
Trust Department General Ledgers. 
1. Income cash. 
Alphabetical sub-controls. 
Uninvested principal. 
Alphabetical sub-controls. 
Invested principal. 
a. Alphabetical sub-controls. 


; ‘vente and 7 Feinveatment of 
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ILLUSTRATION No. 
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Stock control. 

Bond control. 

Land trust control. 
Participation control. 
Mortgage control. 

Bills receivable control. 
Land contracts control. 
Real estate control. 
Miscellaneous asset control. 
Bills payable control. 


Ill. Equipment. 

A. Housing of records. 
B. Accounting machines. 

Thus, it is noted that the system has two 
distinct divisions, the first providing records 
to assist the administrative officers, and the 
second, records of the operating division. 

The administrative group uses both types 
of records in handling trust accounts, as trust 
customers’ inquiries include not only prob- 
lems of operation but also questions of trust 
policy and investment advice. One officer may 
have in charge a large number of trust ac- 
counts and will naturally find it impossible 
to keep in mind the peculiarities of those con- 
nected with each account, as well as busi- 
ness connections of the donor, and powers 
and duties of the trustee. 


The Synoptic Record 
The synoptic record, a digest of informa- 
tion concerning a trust, is prepared from 


contingest. ‘ 
Comtingents 


the truest 


1—THE SYNOPTIC RECORD 
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data secured from the work sheet filled out 
at the time the trust is opened, and also from 
the digest of the trust agreement prepared by 
trust counsel. This form is immediately avail- 
able to the administrative officer in charge 
of the specific trust. It serves to refresh his 
memory so that his discussion may be suffi- 
ciently intimate to leave the impression with 
the customer, no matter how infrequent his 
visits, that his interests are being well cared 
for, and that he is well known and thought 
of by his own bank. This is the type of con- 
tact which every trust officer strives to es- 
tablish, and which can be accomplished with 
but a limited number of his better known 
customers unless supported with readily 
available and complete information about 
each account. The synoptic record (Illustra- 
tion No. 1) therefore contains the following 
information: Donor’s name, position, affilia- 
tion with companies other than his own, mar- 
riage relationship, beneficiaries and their in- 
terests, type of trust account, name of co- 
trustee, rate of compensation, approximate 
date of distribution, investment powers, the 
party to be consulted about investment mat- 
ters, the sponsor of the trust, the discretion 
of the trustee as to the use of principal, the 
purpose of creating the trust, and such 
other general remarks or items of interest as 
should be recorded. 
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Record Investment Recommendations 

The reverse side of this form contains a 
chronological record of all investment recom- 
mendations made as a result of the analysis 
of the account by the Trust Investment Unit, 
composed of the members of the Security 
Analysis Department and the Trust Officers, 
as well as all action directed by the Trust 
Committee. Supplementing this information 
is a record of trust investment recommenda- 
tions of the Trust Investment Unit, and ac- 
tion directed by the Trust Committee per- 
taining to the individual securities held in 
one or more trusts. With these forms is filed 
the last statistical set-up of the trust, and 
through the combined use of the three records 
the administrative officer has sufficient in- 
formation at hand to discuss any problem 
presented by a trust customer, not involving 
operating questions. He must look to the 
operating records for this type of informa- 
tion. 


Records of Operating Divisions 

The records of the Operating Division must 
be complete, accurate and easily available. 
The confidence of the trust customer is 
gained by the officer being able to answer 
all of his questions or accounting problems, 
including questions regarding collection of 
income, cash balances, or list of holdings, 
from a consolidated record. 
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ILLUSTRATION No. 2.—THE PRINCIPAL ACCOUNT 
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Proper indices are maintained, providing 
for a combined alphabetical index and cen- 
tralized address record, a numeric index for 
cross reference and a miscellaneous index 
with a trust number reference. This latter 
index includes not only donors of accounts 
but beneficiaries, attorneys, and in fact any 
individual connected with a trust account. 

From an actual analysis of operations, it 
has been ascertained that 65 per cent of the 
volume of posting represents income items, 
and only 35 per cent principal transactions. 
Therefore, a large percentage of all postings 
must be made within a few days of the first 
of each month, and becomes a problem in the 
form of peak load for the bookkeeping divi- 
sion to solve. This forms a natural division 
between principal and income. 


Income Transactions 

Income transactions are not as complicated 
as principal transactions, and a chronological 
record of receipts and disbursements suffices. 
The income account includes a customer's 
statement, the income cash ledger, a carbon 
copy of the customer’s statement, and a post- 
ing journal or proof sheet. This enables the 
trust department to send out to the customer 
an exact copy of its permanent record, as 
the permanent ledger record is made as a by- 
product of the customer’s statement at no 
additional cost. The customer’s statement 
requires no further comparison or proof be- 
fore mailing. 

The income ticket is made in duplicate, the 
original the posting ticket and the duplicate 
the audit copy. The income cash ledger is 
a complete permanent and detailed record of 
each disbursement or receipt, with the pres- 
ent cash balance. 


The Principal Account 

The principal account (Illustration No. 2) 
combines in one writing, five records: cus- 
tomer’s statement, principal ledger, asset rec- 
ord by trust, asset record by security. and 
proof of posting or journal sheet. Again the 
customer’s statement is a by-product of the 
permanent ledger record, and as the account- 
ing machine passes from left to right, the 
five records are completed and no further 
records necessary excepting maturity ticklers 
in the case of bonds. Because of the double 
insertion of records in the machine, left and 
right hand postings, we assume this to be 
one and one-half postings instead of the usual 
four if the records were separately posted. 

The principal ticket is prepared in tripli- 
“ate, the original posting copy, the duplicate 
used to post the investment journal, and the 
triplicate the audit copy. In addition each form 
is complete as to detail. The principal led- 
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ger is a complete, accurate and detailed state- 
ment of all action affecting both invested and 
uninvested principal. The invested principal 
balance is a control for the various assets 
held in the account and represents the total 
cost of all securities to the donor. The as- 
set record, made in duplicate, as posted on 
the right hand side of the principal journal, 
(see Illustration No. 2) is filed first by trust, 
and second, alphabetically by security, also 
being known as a line record of securities. 
Thus. either record shows how the asset was 
acquired, at what price, the date, the regis- 
tration and number of the certifificate or 
bond. as well as complete title, and, in the 
case of stocks, par value, state of incorpora- 
tion and dividend paying dates, also the 
share or par value balance, the unit cost, 
profit or loss if any, and total carry value. 
Control of Assets 

The third and last posting is the control 
As the invested principal balance 
of the principal ledger is the control of the 
individual assets in a trust account, so the 
investment control (Illustration No. 5) gov- 
erns the line record of securities for the 
whole department. There is a control eard 
for each asset, as is shown in Illustration No. 
® listing the trusts by number, only where 
action has taken place, and a dual balance, 
being the total quantity and the total carry- 
ing value of each security held. At the com- 
pletion of the daily posting, the investment 
control posting must balance with the general 
principal posting, proving the accuracy of 
both. 

The general ledger for the department is 
built on the same forms but is broken down 
into sub-controls by alphabetical divisions. 
Thus it transfers the totals of all holdings, 
as well as cash, into a single trust account 
representing the department as a whole, and 
daily postings to the general ledger provide 
a barometer by which the growth of the de- 
partment may be measured. 


of assets. 


Visible Records of Complete Trust Account 

After careful consideration it was decided 
to house these records in visible equipment, 
combining the advantages of vertical records 
with those obtained in loose leaf binders. 
The records are filed in Kardex equipment, 
housed in fireproof safe cabinets furnishing 
complete protection. In each pocket of the 
Kardex tray is an insert forming the visible 
record. This insert identifies the card rec- 
ord which belongs in that pocket and forms 
a permanent record even though the card 
or cards are removed for postings or for 
other purposes. It is also used to signal the 
periods when income is due from the assets 
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of various accounts and provides insurance 
against the misfiling of various records. The 
complete trust account as filed in Kardex, 
(Illustration No. 4) forms at a glance a com- 
plete picture of a trust account, including 
income cash ledger, principal ledger, various 
assets comprising the trust, and an account 
for bills payable. 

The visible portion of the pockets in the 
trust ledger tray provides an opportunity for 
various types of ticklers as well as providing 
a visible picture of the whole account. Va- 
rious signals used include celluloid signals to 
be attached to the principal ledger; an or- 
ange signal representing an irrevocable trust: 
a blue signal, a deceased and a red 
signal, a danger flag to indicate that the trust 
is distributable and caution is required. ‘The 


donor: 


black and white signal attached to the visible 
portion of the pockets of various assets indi- 


cates that the particular asset is pledged 
as collateral to a loan. At the left of the in- 
sert of each record is a 
squares, representing the months of the year, 
and by blocking out the correct box or boxes, 
a tickler system is formed to indicate wheu 
income is due from the particular asset. 
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Filed in the same pocket and directly be- 
hind the asset card is an income collection 
record. This is an audit record of the col- 
lection of income and includes in the heading 
a complete description of the particular as- 
set, and in the body of the form, the number 
of units held, the rate of income, and the 
date in which income is to be collected, with 
a space provided for the initials of the audi- 
tor certifying that the income has been col- 
lected. When this card is filed in position 
there is a round spot of color directly to the 
left of the income tickler. The audit copy 
of the income ticket is matched with these 
cards as income is collected, the cards having 
been previously removed by the use of the 
tickler just described, and when initialed by 
the auditor are returned to their proper 
places, causing the spot of color to show on 
the insert in the visible portion of the pocket. 
When the card is out the spot is blank and 
contrasts with the color of the insert. By 
this simple process of elimination, the income 
collection cards remaining represent the se- 
curities where income has been missed or is 
not being paid. If the income is in default 
another color card is substituted in the place 
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ILLUSTRATION No. 3.—INVESTMENT CONTROL RECORD 
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of the regular card record, which is segregat- 
ed as a default line record tickler. The 
changed spot of color on visible portion tells 
at a glance securities not producing income. 

The asset record filed by security, or line 
record of securities, is made up of the control 
card for each asset shown in Illustration No. 
8, followed by the asset line cards for each 
trust filed alphabetically. This provides a 
complete visible picture of all investment 
holdings of the department, each properly 
controlled. The asset line card, as previous- 
ly explained, is a carbon copy of the asset 
record filed by trust, Illustration No. 2, and 
is complete as to detail, including the cost to 
the donor, unit balance, method of acquisi- 
tion, certificate numbers and registration, as 
well as complete identification as to trust 
name and number. 


Mechanical Equipments 
The same type of visible equipment is used 
for all other records, including indices, syn- 
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optic records and the record of trust invest- 
ment recommendations. The customer’s 
statement, pending the time it is to be sent 
out, is kept in separate statement trays by 
sach bookkeeper to insure that they are neat 
and clean when sent to the customer. 

The various card records are headed up by 
the clerk in charge of the trust files and are 
then ready for the bookkeepers, who post by 
all-electric accounting machines. These ma- 
chines with electric keyboards and computing 
mechanisms, are equipped with double cross 
footing mechanisms, which provide automatic 
computation of the two balances at one time, 
such as used in principal postings and in 
control postings. A wide carriage machine 
is necessary for principal postings, and in- 
come postings may be speeded up by the 
use of a narrower carriage. The complete 
electrification of the machine eliminates 
physical strain from the operator, thereby 
promoting accuracy, speed and uniform rec- 
ords, avoiding changes in color of the printed 
work due to the changing touch of an operator. 

The system includes many mechanical 
proofs of accuracy, such as the line proof of 
posting on income work by the use of the 
double cross Footer, and the proof of post- 
ing to the proper account by accumulation 
of trust numbers balanced against a _ pre- 
determined figure. Colors are used in all rec- 
ords to insure accuracy in filing and posting. 
All income records are of one color, including 
the ticket with principal records, and tickets 
another color. Each type of asset has its 
distinctive color so that it is impossible to 
file a stock card where a bond card should 
be, or vice versa. As a further distinction 
in color, all trust ledger records are printed 
on white stock, in contrast to line ledger rec- 
ords of securities printed on buff stock. 

Adequate proofs are maintained periodical- 
ly to insure that the system is in balance, 
including a cash trial balance, a proof of as- 
sets by trust, and a proof of the line records 
of the controls. 

This system of trust accounting greatly re- 
duces operations over old methods, permitting 
the department to care for a much larger 
volume of business per employee. It expe- 
dites reference, simplifies the analysis of in- 
dividual accounts, as well as the department 
as a whole, simplifies auditing and safe- 
guards assets by the use of mechanical proofs 
of accuracy, and provides a complete record 
of each trust in conveniently accessible 
form. Briefly, the system is flexible, accu- 
rate and efficient, providing better records, 
permitting better organization, and conse- 
quently, better service to the trust customer. 





ADVOCATING VOLUNTARY TRUSTS AS A VITAL 


PUBLIC NEED 
EMPHASIZING THE ACCUMULATIVE AND INVESTMENT 
MANAGEMENT FEATURES 


L. A. CHAMBLISS 
Assistant Vice-president, Fidelity Union Trust Company, Newark, N. J. 


(Eprror’s Note: Mr. Chambliss discusses the advisability of advertising more actively 
and more aggressively certain advantages which are provided by the establishment of voluntary 
trusts and which respond to a vital public need in the light of existing conditions. He suggests 
in his paper before the Financial Advertiser’s Association Convention, more simplicity and 
clarity in designating the accumulative and investment management principles in the cre- 
ation of voluntary trusts as an important adjunct to estate planning and conservation.) 


4ERE is one phase of trust service 

which deserves serious consideration 

today. I refer to what is known in 
trust company parlance as the voluntary 
trust. Why, I have never known. For cer- 
tainly no name less descriptive or more for- 
midable could be devised to designate a sim- 
ple, satisfactory and economical arrange- 
ment. 

Trust company advertising has been built 
principally around executorships under wills. 
There are many reasons for this. For one, 
every man and woman of even modest means 
is a prospect for a will, should have one, and 
should give serious consideration to the ap- 
pointment of a well equipped trust company 
as executor and possibly trustee. Therefore, 
to advertise executorships seems to entail 
less waste than to advertise some form of 
trust service which supposedly appeals to a 
smaller group of people. 


Misconceptions as to Creation of Trusts 

For another reason, to advertise executor- 
ships has been to follow the line of least re- 
sistance. We have always felt that we stood 
a better chance to get this kind of business. 
Most men and women instinctively resent the 
idea of turning over their property to an- 
other for management during their own life- 
time. Also, many false ideas have grown up 
about voluntary trusts which could only be 
explained away with long and involved copy 
—the kind of copy the advertising depart- 
ment could not get approved. There is a 
false idea that a trust can only be estab- 
lished by a person after he has accumulated 
large means. There is the false idea that a 


trust is only formed after some secret aka- 
daba to avoid taxes. There is the false idea 
that once a trust is formed the creator has 
no more say-So over his property. 

Another reason why executorships have 
been pushed is that there is a supreme and 
abiding conviction in the hearts of most 
honest trust men, a conviction which grows 
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the more they study the subject, that not 
to persuade the average man to select a cor- 
porate executor is to fail in their highest 
public duty. 

All of these reasons are as vital today as 
ever, and in proposing that we advertise 
voluntary trusts, I would not for a moment 
suggest that we allow the public to forget all 
that has been done and said in the past. We 
must continue ‘to advertise executorships. But 
we can recast our program so as to include 
voluntary trusts and let the public know that 
our service does not necessarily begin after a 
man is dead, but that it ean also aid in the 
accumulation of wealth and its protection 
during one’s lifetime. By accumulation is 
not meant some trick method of turning one- 
dollar pieces into ten-dollar pieces. Each 


man must perform this alchemy for himself. 
The service the trust company can render is 
accumulate 


in helping men and women to 
their earnings and Savings. 

Voluntary Trusts as Vital Public Need 

We should advertise the voluntary trust 
today because there is a vital public need 
for this phase of our service. It seems to 
me that this need will increase rather than 
decrease during the next ten years because 
our industrial civilization is becoming more 
complex, and as it becomes more complex 
the difficulty for the individual to follow ‘the 
underlying value of his investments will in- 
crease, 

Corporate fiduciaries are like a manufac- 
turer who has a number of products or lines 
to sell. Shall we scatter our advertising 
appeal and in trying to push all of our serv- 
ices run the risk of getting none of ithem 
across? Or shall we pick one service to 
push, and if so, which? It is a generally ae- 
cepted principle of advertising and selling 
that one product should be featured at a 
time; thus the answer to the first question 
is easy. We should concentrate on one sery- 
ice and pound it across. 

There is no higher duty that advertising 
can fill than that of determining a public 
need, selecting a product or service to fill 
that need and then by all the artistry and 
devices at the profession’s command, carry 
that message to the public. It is this high 
opportunity which offers itself to corporate 
fiduciaries, in advertising voluntary trusts 
at this time. It is an opportunity to meet a 
crying social and economic problem. And of 
all the institutions in America, probably no 
other is so well equipped to meet it. 

Let me clarify what I mean when I say 
voluntary trust. I am not talking about a 
tax dodging scheme. I am not talking about 


COMPANIES 


a device to defraud creditors. I am not ‘talk- 
ing about an arrangement worked out to 
assure an income as a marriage or divorce 
Settlement. In fact, I am trying to forget 
the long. legal background of trusts, and the 
multitudinous decisions from which the pres- 
ent device is formed. I would forget that 
Perry ever wrote his monumental volume, 

What I am thinking of is probably at vari- 
ance with the purpose behind the trust as it 
is at present constituted. Trusts originally 
were designed—mnay all lawyers forgive my 
layman’s language—as a mode of conveyance, 
with title suspended until certain conditions 
or periods of time had transpired. They were 
largely concerned with land. where the prob- 
lem of conserving the corpus or principal was 
a minor one. Emphasis was probably placed 
on this because it was an easy Way to pre- 
vent sales. The vast bulk of our law and 
thought regarding trusts is concerned with 
these matters. 


Investment Aspect of Voluntary Trusts 

The voluntary trust I have in mind is 
primarily an investment affair, in that it is 
created primarily for the purpose of supply- 
ing investment management and supervision, 
The corpus would be largely composed of se- 
curities where temporary fluctuations down- 
ward, like an act of God, would be beyond 
the control of any trustee. It differs from 
the modern so-called investment trust—eapi- 
talized—in that there is no co-mingling of 
funds, and in that the maker of the trust 
has an intimate contact with the manage- 
ment, retains the right of consultation on 
investments, and in fact may be a ¢o-trustee 
if he desires. At any odds, it allows room 
for individual initiative in the investment 
of funds. 

Incidentally, it takes the place of a will, 
in so far as the funds in the trust are con- 
cerned, though ‘this is not its chief purpose. 
It permits the accumulation of interest in 
the state of New Jersey, and its reinvest- 
ment. It permits the addition of funds to 
the principal as these are earned or Saved, 
not in fixed, obligatory amounts. but at ir- 
regular intervals and in varying sizes to 
meet the convenience of the maker. It oper- 
ates on a fixed fee basis. There is no hidden 
profit which accrues to the manager, Profits 
from appreciation, rights, well ‘timed switches 
—these accrue to the benefit of the trust. 
Also, and here is where it dovetails into the 
work of our friends in the life underwriting 
profession, it can be combined with life in- 
surance, 

Now none of these ‘things are unusual or 
unknown to us. We each have trusts on our 
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books which combine most or all of them 
But I submit that the arrangement is not 
known to the public, that it has never been 
properly “packaged” and sold under an iden- 
tifving name. Probably 90 per cent of the 
people in any community are unaware that 
they can make such an arrangement, and the 
other 10 per cent believe it would cost them 
quite a bit of money. On the contrary, of 
course, our fees are so low that it has never 
seemed profitable to push this type of busi- 
ness, 

To those who are familiar with the prob- 
lems of the operating department, the volun- 
tary trust I am advocating must sound fan- 
tastic. You ean visualize the confusion of 
handling five hundred such trusts, each with 
an individual co-trustee who demands long 
drawn-out interviews. You can visualize the 
small profit if we continued on our present 
fee schedule and sought trusts from young 
business men who deposited from one to five 
thousand dollars a year. You can visualize 
the adverse publicity when some disgruntled 
co-trustee threatened suit 
curity declined in market value. 


because some se- 


Need for Investment Management 

As an example of what can be done with 
the voluntary trust through advertising, 
think of what has been made out of the 
life insurance trust. It has been pushed with 
tremendous success certainly by my own com- 
pany and nationally as well. We have all 
thought not so much of the immediate profits 
that could be made out of the life insurance 
trust, but because of the need on the part 
of ‘the public for the flexibility it affords and, 
selfishly, for the future profit to our com- 
munities through holding at home the vyast 
sums of investment money which otherwise 
would have gone elsewhere. 

Some years ago, before I became 
ciated with the Fidelity Union, I wrote a 
booklet on this voluntary trust, called “A 


asso- 





Businesslike Way for Endowing Your Old 
Age.” The operating department of the com- 
pany I was then connected with decided 
against the book, but as I re-read it a few 
days ago it still seemed good common sense 
from the public’s point-of-view. I can’t 
see why more people do not come in to trust 
companies and demand such a trust. 

Assuming that we do not want to go the 
entire way and organize ourselves to handle 
this type of business, then certainly we owe 
a duty to advertise the simple, uncomplicated 
investment management type of voluntary 
trust. The kind of arrangement that would 
appeal, say, to a woman or a man who lived 
entirely on the income from investments. 
Such people have a great need for the fa- 
cilities of our investment analysis division, 
for the reviews which our officers and di- 
rectors can give to their holdings. 

What individual can give any part of the 
time to the care of his investments that a 
well equipped trust organization can give? 
This applies not only to the man or woman 
who is building up a fund through the ac- 
cumulation of savings, but to those who have 
inherited or otherwise acquired large hold- 
ings of securities. 


Combination of Advantages 
There are, to be sure, devices other than 
the voluntary trust which can be employed. 
Each of them has well defined merits, and 
likewise each has drawbacks. If the desire 
of the customer is to speculate, he should not 
employ the voluntary trust, nor should we 
accept his business. If he is looking for 
some magical way to get rich-quick or on 
the other hand, for some fantastic way to 
achieve Utopian safety, we had better at the 
outset dissociate ourselves from his com- 

pany. For we are not miracle men. 
If the desire of the customer is to adopt 
a sane, commonsense investment policy where 
instead of buying in the dark and because 
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of high pressure sales methods, he buys and 
retains securities because he has full infor- 
mation about them, then in that case the 
voluntary trust offers a peculiar combination 
of advantages which distinguishes it from 
all other arrangements—namely, a personal 
contact with the management, full benefit of 
investment skill with no hidden profits to the 
management, return of full principal to self 
or heirs, right to withdraw parts of capital 
in case of emergency, irregular deposits, ac- 
cumulation of income, right to help manage 
fund as co-trustee. Its conservatism will 
make it most attractive to many people, par- 
ticularly after their experiences of the past 
few years, as well as the tendency of the 
advertising trust companies to understate 
rather than overstate what they can do. 

The facts that the funds are managed sepa- 
rately rather ‘than mingled and which dis- 
tinguishes the voluntary trust from certain 
other forms of security management, make a 
tremendous appeal to many people who pre- 
fer this type of arrangement, which ‘they can 
keep under their personal control and super- 
vision. 

How the Voluntary Trust Should Be 
Advertised 
What must the corporate fiduciary do, if 


it wishes to advertise the voluntary trust? 
Principally, it must determine whether it can 
make a profit and handle small trusts, ac- 
cept accumulations in varying amounts, and 
give competent personal attention to co-trus- 
tees. This may be a matter of increasing 
the fee schedule, although if a sufficient vol- 
ume of business could be secured it would of 
course be profitable on the present schedule. 
Probably the answer cannot be given in ad- 
vance and without experimentation. How- 
ever, a survey should certainly be attempted 
before much money was spent ‘to determine 
what field if any exists for this type of serv- 
ice in your community. While I believe more 
people than ever before are interested in it, 
there may be many communities where only 
a small proportion of the population could 
or would desire it. 

Nexit, the corporate fiduciary must deter- 
mine on a method of stating its case—pack- 
aging its product—so as to make it attractive, 
without exaggeration or arousing false hopes. 
This is a matter for ‘the advertising man. 
There are a few simple suggestions that 
might be made him. Do not read anything 
that has ever been written on the subject of 
voluntary or living trusts. Invent a new 
name for the arrangement without wasting 
more time grieving because someone else 
thought of “investment trust.” 


Emphasizing the Idea of Conservation 

Fourth, a trust agreement must be worked 
out which will permit the trustee to manage 
the trust without undue liability. This is not 
difficult but merits discussion here. In this 
respect, the work could be best done under 
a custody account agreement, only in such 
a case the property must be disposed of by 
will with additional expense to the customer. 
All of us, in thinking of a 'trust, unconscious- 
ly emphasize the conservation of principal 
idea—which, of course, forces the trustee into 
investments which can show no appreciation 
of principal. And let me say here, that the 
voluntary trust I am describing has as one 
of its features, flexibility which permits the 
maker to fix his own program. If he elects, 
he may have his entire program confined to 
the most conservative legals. Not only must 
clauses protecting the trustee be inserted in 
the agreement, but our advertising must in 
some way change the public mind and allow 
the trustee to invest for appreciation on a 
sane, common sense basis without the risk 
of incurring unfair publicity. We must get 
away from the ideas about trusts which grew 
up when they were concerned chiefly with 
land. 

This problem is the stumbling block which 
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will probably cause most operating trust offi- 


cers to object to advertising the voluntary 
trust. The last thing most of them want to 
invite is a trust which calls for any kind 
of investment discretion on their part. Their 
past experiences, even where they have exe- 
cuted orders at the request of co-trustees and 
later had the co-trustee blame them for de- 
preciation in market value, have so embit- 
tered them, that they regard as dangerous, 
any trust which involves security manage- 
ment. In fact, the words “security manage- 
ment” in a piece of copy brings them to their 
feet with a roar of wrath—invariably it con- 
notes speculation. 

Some Problems in Advertising Voluntary 

Trusts 

Surely, the advertising can be so worded 
as to state accurately what we have for 
sale. Whether we can change the public com- 
prehension is another matter. Though I, for 
one, believe we should try—believe we owe 
a duty to 'the public to try. ‘There is no 
question but that if the next decade is one 
of active security markets, security manage- 
ment devices will catch the public mind as 
never before, and it is a question if the trust 
company should sit by and not make avail- 
able its conservatism, accuracy, and seasoned 
judgment. 


Brooklyn 


Jamaica Mount Vernon 


It is indeed a difficult thing to tell a 
prospect that we assume no legal liability 
for depreciation in ‘the value of principal, 
and yet persuade him that it is wise to de- 
posit his securities with us for management. 
Unfortunately, we operate under an arrange- 
ment where it is necessary to insert a clause 
to this effect in the agreement to be signed, 
and where we must ¢all this to the pros- 
pect’s attention, whereas other forms of se- 
curity management do not have this condi- 
tion. This is negative advertising of the 
worst kind, yet as a matter of fact, the 
other forms of management assume no more 
liability than we do. 

Unless, of course, principal is guaranteed, 
in which case the prospect foregoes the op- 
portunity to profit from such appreciation in 
the value of his securities as may result if 
say the fund should be set up in cash in a 
period such as the present, of low market 
prices. And how, I can hear the operating 
officer ask, are you going to get over the idea 
that the prospect will profit from apprecia- 
tion in market values without leading him to 
think the trustee offers to double his money 
in sixty or ninety days? Still—out of this 
mass of complication it must be possible to 
advertise the voluntary trust in some simple 
way that will permit its practical operation. 
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The Accumulative Trust 

Of the two types of voluntary trust I have 
suggested, the accumulative trust for active 
business men and the management trust for 
wealthy property owners, I am most inter- 
ested in the former. Some months ago, I 
spoke at the regular Saturday morning sales 
meeting of one of the large Newark insur- 
ance agencies on thrift, and the possibilities 
that lay before a man through the regular 
accumulation of savings. Ordinarily, we 
think of savings as being a matter of five 
or ten dollars a week; but we were speaking 
of it in terms of half or two-thirds of a 
man’s salary—five or fifteen thousand dollars 
a year. 

“Well, said one of the 
about the chap 


that’s all right,” 
insurance men, “but what 
who makes six or eight thousand a year? 
Where's he going to invest his money?’ 
“Through the same system,” I answered. “If 
he is a family man, he should first purchase 
insurance coverage. Then he should invest 
the remainder of his saved income in securi- 
ties, accumulating his interest.” “in 2 
trust?’ someone asked. “Yes,” I answered, 
“if he wants help in his investments.” “He 
needs help today more than ever before,” 
the salesman said. “Could your company 
take such a trust?’ 

This last question was surprising. | 
thought everyone knew we could take such a 
trust. 

“Why, yes,” I said. “You mean,” he went 
on. “That you could take a business man and 
map out his investment program with him, 
invest his savings and reinvest the income? 
Why, that would be compounding money at 
the rate of 5 or 6 per cent, even if you 
bought only conservative investments and 
had no appreciation of principal.” “That 
would depend on market conditions,” I said. 
“But the idea is correct. And if he had sutffi- 
cient income we would pay the premiums on 
the customer's insurance, reinvesting the re- 
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“What would you do with odd 

“Deposit them in a savings ac- 
replied, thinking fast. “Have you 
ever had such a trust?’ Someone asked. 
“Yes,” I said, “But not many.” ‘Well,’ he 
remarked, “I don’t know why not.” And ever 
since, I have been wondering why not, also. 
The answer no doubt is because we have not 
advertised it. 


mainder.” 
amounts?” 
count,” I 


A Typical Case 

What could we offer, that would better 
meet the needs of men today than the ac- 
cumulative trust? What a great adjunct to 
our estate plan it would be. Let us take a 
typical case for a moment and see how it 
would work out. Mr. Blank is owner of a 
two-thirds interest in a tool manufacturing 
business. He enjoys a salary in normal times 
of $30,000 a year with certain extras as sales 
manager. He has securities for which he 
paid $160,000, now worth about $60,000, a 
home worth $20,000 free and clear, inherited 
from his mother. He owns $60,000 of insur- 
him $2,500 a year. His 


ance, which 

living expenses, greatly pared down since 
1929, are around $15,000 a year, for himself, 
his wife and two daughters. He has never 
made a will and his insurance is payable to 
his estate. 

We would, of course, make a complete 
analysis of his situation. It is the unwrit- 
ten rule of my institution and of the depart- 
ment of which I am the head thait no recom- 
mendation is ever made without the fullest 
details as to the customer's affairs. Under 
our present Estate Plan, we would, to speak 
in general terms—suggest that Mr. Blank put 
his home in joint name of his wife and him- 
self, and that he create a life insurance trust 
to take his insurance so far as present stat- 
utes permit out of the taxable and 
that he make a will covering his securities 
and his company stock. 

But assume the accumulative trust were 
also a part of our sales kit. We would sug- 


costs 


class, 
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gest that he place his home in joint names 
that he make a catch-all will 
his personalty. But we would 
accumulative insurance’ trust 
rather ithan a straight insurance trust. We 
would that he deposit his securities 
and his life insurance policies together, with 
the trust company, to manage the securities, 
specifying that he shall be consulted on all 
investment matters. After his death, the pro- 
ceeds of the insurance policies shall be added 
to the trust. 


as before, and 
disposing of 


suggest an 


suggest 


Deposit of Excess Earnings 

to deposit with us, for in- 
vestment, his excess earning, which in good 
might reach as high as $12,000 or 
$15.000. He would in no 
as to amount, so that he would have com- 
plete liberty to do what he liked with his 
funds. He could withdraw any or all of his 
securities at any time for collateral or other 
-in fact, could do this by letter or 
telegram more easily than if they were in a 
safe deposit box. 

We would collect all and after 
paying insurance premiums and setting up 
a cash fund for taxes, reinvest it. Meantime, 
his holdings would be under the supervision 
of the same trust investment group that con- 
trols the estates in our care, and of the trust 
committee of our board of directors. We 
would regular quarterly interviews 
with the customer so that we could go over 
the complete picture with him. In every 
instance we would agree upon an _ invest- 
ment program and system of. diversification 
only after extended conference. Upon his 
death, the trust company would collect the 
proceeds of the insurance and add it to the 


He would agret 


years 


way be obligated 


purposes 


income 


desire 


trust. There would be no probate proceed- 
ings for these securities, or 
mission. The property 
or continued in trust 
might direct. 


executor’s com- 
would be distributed 
as the trust agreement 


lt seems to me that this plan offers great 
opportunities for service. It rounds out our 
Estate Plan, makes it a vital itthing that has 
to do with living problems. It enables us 
to offer to men during their lifetime ‘the 
same service of protection, consultation and 
advice which we render their 
after they are dead. 

It seems to me that this subject of the 
voluntary trust is so befogged with miscon- 
ceptions and outworn phraseology that I 
Was justified in bringing together this con- 
glomeration of language, hoping that out of 
it some new adjective or phrase or descrip- 
tive sentence might loom up which would 
clarify the subject for ourselves and through 
us for the public. This paper is intended to 
inspire rather than direct, and all that is 
said should not be taken too literally. 


beneficiaries 


a a & 
APPRAISED VALUE OF GEORGE 
EASTMAN ESTATE 

A tax transfer appraisal places the value 
of the estate of the late George Eastman, 
Kodak manufacturer, at $25,531,641, which 
is five millions above estimate at time of his 
death and of which only $585,000 is taxable 
because the distribution of the estate is large- 
ly in endowments and philanthropic and edu- 
cational bequests. The Security Trust Com- 
pany of Rochester is trustee under the will. 
The residuary legatee is the University of 
Rochester and benefits to the extent of $19,- 
287,000. 
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QUESTION that is at present asked 

frequently is whether this recent re- 

covery in security values has not been 
the result of a carefully planned manipu- 
lation by those having the power and the 
inclination to work along such lines; and 
again, how long can they maintain this 
process of recovery? I think it can be stated 
as an absolute fact that there has been no 
concerted attempt of any kind at manipula- 
tion other than what always exists in a 
seattered way, whether securities increase or 
decrease in value. Security values were 
started on their upward course by natural 
causes, aided by the realization that a deter- 
mined effort was being made to cure the de- 
flation which had reached such desperate 
straits not only in security values but in 
commodities and business generally. 

Assuming that the prices of securities are 
today about where they should be, in view of 
the present unsatisfactory state of business, 
it is my opinion that their vulue and attrac- 
tiveness as well as the value of our portfolios 
will increase or decrease in perfect rhythm 
with the fluctuations of business and pros- 
perity. In other words, we are still in a de- 
pression, but no longer in a panic; security 
prices have recovered from panic prices to 
depression prices; and whether they im- 
prove from now on or not will depend upon 
whether business improves; but there are 
distant evidences of better times. Just as 
our boom started with a purchasing orgy by 
foreign nations to repair the destruction of 
war, and just as the deflation started with 
Europe’s realization that it was not going to 
have all the money in the world to spend, so 
has Europe again begun to buy in our mar- 
ket, and in large quantities, the very securi- 
ties that we have been afraid to buy and 
have consequently allowed to drop to unheard 
low levels. 

In the natural course of events prosperity 
would some time have returned automatically 
to the industries of this great and rich coun- 
try; but we have been faced with an unusual 
situation. Since last September a program 


has gradually been worked out in Washing- 
ton with the cooperation not only of the 
leaders of both the Democratic and Repub- 
lican parties, but of the non-partisan lead- 
ers of business and industry throughout the 
United States. The purpose of this program 
is to create vehicles which would apply the 
credit necessary to wage the war against 
the deflation and the industrial depression 
which have engulfed us. 

We have now the machinery to stact the 
wheels of business revolving again: and when 
they do begin to revolve with the events of 
the past weeks clearly in mind, with the 
added facilities that are available to indus- 
try today, we have a right to turn to tomor- 
row with confident expectation that our great 
country and its industries can be relied upon 
to give a good account of themselves. The 
course of recovery will undoubtedly be 
checked by occasional relapses, but they 
should be temporary and of minor signifi- 
cance. We all hope and believe that we shall 
not soon again go into a period of inflation; 
but as the wheels of business turn the unem- 
ployed become employed, the wage earner has 
money to spend, that begets confidence and 
courage, he begins to buy, and when he buys, 
the retailer starts to buy from the whole- 
saler, and the wholesaler from the manu- 
facturer—and the wheels of industry begin 
to go round. (From recent address before 
N. Y. State Savings Banks Association con- 
vention. ) 


“Constitutionality of Federal and State 
Statutes Taxing Transfers with Income Res- 
ervations” is the title of an article by J. J. 
Robinson, tax counsel for the Chicago Title 
& Trust Company, in the current issue of the 
American Bar Association Journal. 

The Union Bank and Trust Company of 
North Vernon, Ind., has been ineorporated 
and will shortly open for business. 

John E. Fowler, president of the Arling- 
ton Trust Company of Rosslyn has been elec- 
ted vice-president of the Trust Division of 
the A. B. A., representing Virginia. 
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The First Ship zz the CHINA TRADE 
Had Just Cleared Port 


The first American merchantman to establish direct trade with China was the Empress 
of China, Capt. Green. Sailing from New York on February 22, 1784, she reached Can- 
ton in May and returned home in August, after a profitable voyage. “So great was the 
interest in this venture that Congress passed a resolution expressing satisfaction at its success. 
{| It was on the day after the Empress sailed that first steps were taken toward the founding 
of the Bank of New York—whose history has thus paralleled the development of American 
commerce and whose services have so often aided in its growth. 
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OR 148 years this Bank has consistently adhered to the aims of its 

founders. Constructively adopting new ideas and new facilities, 
it has in each generation provided a service in line with the needs 
of the times, and represented the desirable qualities of an old and 
tried institution. Among the cardinal principles of this Bank is its 
belief that personal relationship is the first essential for commercial 
banking and trusteeship. Here business is transacted in an atmos- 
phere of personal interest that is especially welcome and helpful in 
matters pertaining to Estates and Trusts. 


BANK of NEW YORK 


and TRUST COMPANY 


Established 1784 
NEW YORK 


CLEA RING HOUSE 48 Wa.L StrEET, NEw York 
MEMBERSHIP 


NUMBER ONE Uptown Office: 
* Madison Avenue at 63rd Street 
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ONE OF THE 


17 
DOORS IN THE 
WORLDS 


LARGEST 
VAULT 


HE YORK _ approximately 3500 tons, this entire 
Vault now be- vault equipment was built in the York 
ing installed inthe factory at York, Pennsylvania and is 
Bank of Japan at being installed in the Bank of Japan 
Tokyo is the larg- at Tokyo by York engineers. 
est ever built. It x * * 
comprises in fact Whether your bank is large or 
two vaults, each small, we invite you to consult with 
187 ft. by 83 ft. us when planning your vault require- 
Entrance to this massive structure is ments. We will place at your dispo- 
guarded by seventeen doors. Six of | sal the same experience and facilities 
them are 36" and eleven are 24" in that have earned for York a position 


thickness of solid metal. Weighing of world-wide preeminence. 


YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 


BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 


PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 
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BANK ADVERTISING ACQUIRES NEW ROLE AND 
OPPORTUNITIES 


THREE PRIME REASONS FOR CONSTRUCTIVE PUBLICITY POLICIES 


H. A. LYON 


Advertising Manager of the Bankers Trust Company of New York and newly elected President of the 
Financial Advertisers Association 


(Epiror’s Norte: There is a stirring appeal and challenge to all those responsible for 
financial, banking and trust company advertising in the message from Mr. Lyon, who was 
recently honored with the presidency of the Financial Advertisers Association. He raises 
the subject out of its technical and routine framework to the higher objectives and instru- 
mentalities which reside in the proper kind of financial and banking publicity and for which 
there is today an urgent call because of the misinformation, false impressions and distrust 
which has swept over the country. Cleansing the banking structure, inside and outside, 
of its parasitical obstructions is the first essential. Equally important is the constructive 
task imposed upon financial and bank advertising.) 

DVERTISING is an accepted tool of financial houses. This being the case, it was 
hardly necessary to explain or attract cus- 
tomers to the wares. 
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modern business. Like other gener- 
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ally accepted tools, its adequacy and 
its desirability are often sincerely questioned There was the belief a number of years 
by those not familiar with its accomplish- ago that the public had very: little right to 
ments. Financial advertising has come in ask questions or to know what was going on 
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for as serious questioning as has commercial 
advertising; there is no measure by which 
it can be readily determined whether it has 
been more severely curtailed. Space figures 
are misleading, for they include issue adver- 
tising, virtually non-existent for the past few 
years. Furthermore, much financial adver- 
tising is in the nature of direct mail on which 
no statistics of expenditure are available. 


Public Cannot Get Along Without Banks 


But advertising, in common with a good 
many other accepted practices, is a prisoner 
hefore the Bar and it may be well to sum up 
the case in its favor. It is difficult to say 
much that is new. In general, it is possible 
only to rally those facts so well known and 
recite them once more. 


Advertising is a selling mechanism. What 
it is designed to sell will vary measurably 
with the needs of the advertiser, and the 
same is true as to the measure of its accom- 
plishment. Let us start at the beginning and 
see what it is that financial institutions need 
to accomplish, that we may better estimate 
What advertising can do for them. I think 
there used to be a general feeling (not openly 
conceded) that, since finance touched every Haroutp A. LYoNn 


life and every major activity of life, the pub- \ lvertising Manager of the Bankers Trust Company of 
: New York, who was elected President of the Financial 


li¢ could not get along without banks and Adivertions Annelies 
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in the financial field. It was their privilege 
to deposit their money with banks. It was 
the banks’ business what happened to that 
money. This attitude produced an unfortu- 
nate reaction, so far as the public is con- 
cerned, since it induced the idea that bankers 
were a race apart, almost infallible in their 
judgment and far above the common herd. 
It seemed almost as if a banker had received 
a divine dispensation, and the banker ap- 
peared to sanction this viewpoint. Please 
notice that the word “appeared” is impor- 
tant, for I doubt if many bankers actually 
felt that way. Had they had their way, I 
am sure that such an impression would not 
have gained such wide currency. 


Removing Misinformation and False 
Impressions 

And, lo, we have the first reason for adver- 
tising. The public had gained an impression. 
The banker had done nothing publicly to 
destroy the false impression and substitute 
a proper one. If we are to believe the his- 
torians of previous depression, the result 
each time was an extraordinary amount of 
criticism of bankers for not having lived up 
to the specifications provided them and, be- 
cause the pendulum had moved so far in 
the direction of adulation, the backward 
swing to bitter opprobrium was inevitable. 
The same is true today. The banker is not 
the superman that the public has pictured 
him. No Moses has arisen in the banking 
field to lead the bewildered children into the 
promised land of prosperity. 

Proper advertising could have minimized 
the severity of this criticism. It could have 
put the banker in his proper light. It could 
have explained the functions of banking, the 
things that a banker or a financial house may 
do and may not do, with the reasons there- 
for; it could have explained the position of 
an individual bank with relation to the finan- 
cial system. In other words, it could have 
induced confidence by removing a certain 
amount of misinformation and ignorance, 
which is the basis of irresponsible rumor. 

We all know of cases where strong banks 
have closed for no valid reason, except that 
the public was misled and stampeded into 
action; which was later regretted not only 
by the bank but by the public at large. I 
am not speaking of product advertising. I 
am speaking of consistent education of the 
public as to the responsibilities and duties of 
the semi-public utilities called banks. First, 
then, of the reasons for advertising is that 
the bank or financial house may continue to 
live. You will notice that I have not said 
“that banking may continue to live.” Bank- 
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ing will continue to live and grow, but 
whether a given individual bank will con- 
tinue to function is entirely up to the public 
and its opinion of that bank. 


Removing the Barnacles 

Perhaps the second reason for general ad- 
vertising, would be the exclusion from bank- 
ing and finance of those who are a distinct 
menace. In good times—particularly boom 
times—finance attracts many without train- 
ing or qualification, but who see a chance 
for substantial profits for themselves. These 
men are always ready with rosy interviews— 
“You'll never be able to get it at this price 
again;’—they have but one idea—profits. 
And when business falls off, their voices are 
no longer heard—for they are no longer in 
business. The trained and experienced finan- 
ciers are left to repair the damage and effect 
salvage. And these latter are chary of mak- 
ing statements at all times. I am quite 
aware that there will always be a field for 
the Wallingfords, for there will always be 
people who want to get something for noth- 
ing—but I firmly believe that informative 
advertising as to what constitutes sound 
finance will, over a period, do much to drive 
the unqualified and dishonest men from the 
field, to the everlasting credit and profit of 
the sound houses and banks. 


True Conception of Ideals and Personality 
The third reason for general advertising 
is to give the public a true conception of the 
personality and ideals of a given institution. 
People are the most interesting study in the 
world. A group of officers of an institution 


creates a combined personality. If that per- 
sonality is agreeable to the public, the pub- 
lic will favor that group. But it is obvious 
that a personality cannot be familiar to those 
who do not have occasion to come in contact 
with it. In this case, the duty of advertising 
is clearly to project that personality beyond 
the limited group acquainted with it. I am 
afraid we think, at least in the big cities, 
that our personalities are well known. They 
are to the inner circle of customers and to 
our competitors. 

Almost any bank man ¢an give you a quick 
sketch of any bank in town. ‘So can any 
doctor give you a quick appraisal of another 
medical man. In either case, the public is 
infinitely less aware of the facts and has 
fewer standards to go by than has the com- 
petitor. It makes no difference how able and 
efficient a medical man may be if he has not 
the proper personality. It is unlikely that 
he will attain success in dealing with people. 
The same is true of a financial institution, 
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HONAUNAU, CITY OF REFUGE— SACRED PLACE FOR HAWAIIANS 


CAPITAL, SURPLUS AND 
UNDIVIDED PROFITS, over 
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We do not transact a Banking Business 


Hawaiian Trust Company, Limited 
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and, if a financial institution is to have its 
personality understood and appreciated, it 
must, in this day of rush and competition, 
depend upon something beyond word of 
mouth advertising. And this much further 
may be said—if an institution undertakes 
to tell the story of its personality, it will find 
that a crystallization will follow within the 
organization which can be turned to excel- 
lent account. 


Intelligence Analysis of Product 

Finally, there is the question of product 
advertising, and the value of this, intelli- 
gently done, has been proven so often that 
there is ample proof for the most skeptical. 
The emphasis, however, must be placed on 
the phrase “intelligently done.” And I be- 
lieve that advertising can contribute not only 
to intelligence of presentation, but to intelli- 
gent analysis of the product to be sold. For 
advertising, effectiveness is at its greatest 
when the objectives are clearly defined and 
the audience thoroughly determined. A few 
years ago, perhaps, it was satisfactory to 
generalize on the subject of desirable busi- 
Today the slim margin of profits has 


ness. 


forced a more intensive study of desirable 
business from the standpoint of net returns 
rather than on the ephemeral basis of volume. 
As soon as this new basis of consideration 
for each of the products has been determined, 
the institution may reasonably anticipate 
that its product ‘advertising will bring re- 
sults. 

Any financial institution will find adver- 
tising of help if it wishes to continue in 
business, if it wants the financial field con- 
fined to legitimate and trained bankers, if it 
has an attractive personality, and if it has 
products of interest to the public and of 
profit to itself. 

oo > 

The Bureau of Internal Revenue has is- 
sued a ruling to the effect that all deliveries 
of securities by a seller to a broker for the 
purpose of making a sale, and all deliveries 
by a broker to a customer in completing a 
sale, are exempt from the transfer tax. 

The directors of the First National Bank 
of Plainfield, N. J. have voted to acquire 
eontrol of the Fourth National Bank of that 
city, to which a charter was granted recently 
by the Comptroller of the Currency. 
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Provident Trust Company 
Does Both A Banking and 


A Trust Business 


The Provident has been known to 
three generations of Philadelphians 
as an experienced guardian of 
property. 


Provident Trust Company does a 
banking business which many indi- 
viduals and corporations have highly 
regarded. 


In the conduct of its business the 
Provident has been noted for its 
friendly personal relationships with 
clients. Through intimate contact 
and understanding of individual 
problems it has been able frequently 
to render unusual service. Our clients 
find Provident suggestions on finan- 
cial and investment matters a 
valuable help. 


PROVIDENT 


TRUST COMPANY 


OF PHILADELPHIA 
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SOME CURRENT PROBLEMS IN CONNECTION WITH 
MORTGAGE LOANS AS TRUST INVESTMENTS 


APPORTIONMENT OF PROCEEDS OF SALE UNDER FORECLOSURE 
CAXTON P. RHODES 


Assistant Vice-president and Assistant Trust Officer of Bank of America of California 


(Epitor’s Nore: In this article Mr. Rhodes suggests solution of problems brought 
up in an article which appeared in the August, 1932, issue of Trust Companies, by 
Maclin F. Smith, trust officer of the Birmingham Trust and Savings Bank of Birmingham, 
Ala., dealing with rights of life tenants and remaindermen in property purchased by trus- 


tee at mortgage foreclosure sales for the benefit of the trust estate. 


Mr. Rhodes reviews a 


number of important court decisions, notably in the Tuttle case, bearing upon the subject 
and recommends a rule of apportionment both logical and fair.) 


N trust administration the trust officer 
probably meets his greatest difficulties in 
determining from time to time respective 

rights of life tenants and remaindermen or, 
put in a different way, in properly allocating 
or segregating items of principal and _ in- 
come. Many of these problems can be great- 
ly simplified, if not eliminated, through per- 
tinent provisions in the instrument creating 
the trust, but only too often the instrument 
is silent with reference to the intent of the 
creator of the trust with regard to the par- 
ticular problem involved. Moreover, the 
trustee in many instances can find no judicial 
pronouncement in his jurisdiction determina- 
tive of the issue raised and looking to other 
states finds a diversity of adjudication that 
but magnifies his quandary. 

To meet this situation there was _ finally 
approved in 1931 by the National Conference 
of Commissioners on Uniform State Laws a 
Uniform Principal and Income Act, which 
had been drafted by a committee committed 
to a study of the subject since its appoint- 
ment in 1924. It was the last of four differ- 
ent drafts and embodies, therefore, the crys- 
tallization of careful thought and thorough 
research. The aim of the act is to promote 

simple and convenient administration of 
rusts as is consistent with fairness to all 
eneficiaries. 

The act deals with such important dissen- 
tious subjects as stock dividends and rights, 
liquidating dividends, premiums and_ dis- 
‘ounts on bonds, profits from the conduct of 

business, disposition of natural resources, 

rpus subject to depletion and unproductive 
principal. The act has been adopted in Ore- 


gon (1931), but, being drawn from the earlier 
tentative drafts, differs somewhat from the 
approved law. 

Of course, the act cannot be all-embracive ; 
problems will be constantly coming up which 
will not be covered by any of its provisions. 
Such a problem has been lately called to the 
attention of trust men by Mr. Maclin F. 
Smith, trust officer, Birmingham Trust & 
Savings Company, Birmingham, Ala., and 
deals with rights of life tenants and remain- 
dermen under foreclosed mortgages. (TRUST 
COMPANIES, April 1932, page 453.) 


The Problem 

The problem may be briefly put as follows: 
A trustee holds as a trust asset a note se- 
cured by mortgage or deed of trust. It be- 
comes necessary to foreclose, with the result 
that trustee purchases this mortgaged prop- 
erty at foreclosure sale. The property may 
or may not be income producing. Costs and 
fees on foreclosure, maintenance and taxes 
accrue as charges; rents are received. Even- 
tually this property may be sold at a price 
greater or less than the amount of the note 
which it originally secured, plus subsequent 
carrying charges. Queries: 

1. Does the foreclosed property constitute 
principal or is it to be considered part prin- 
cipal and part income? 

2. If foreclosed property be sold at an 
amount less than original note it secured are 
the proceeds principal or income or partly 
both? Suppose it is sold for a _ greater 
amount than the original note? 

3. Are the including 


carrying charges, 
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FIRST CITIZENS BANK & TRUST COMPANY 
oF UTICA, N.Y. 


Formerly The First Bank & Trust Company, The Citizens Trust Company, 
and, The Utica Trust & Deposit Company—NOW ONE BANK 


ASSETS: $64,304,992.85 


taxes, proper debits against principal if the 
property is non-income producing? 

4. If the foreclosed property income 
producing do the rents constitute income pay- 
able to life tenant after deducting therefrom 
maintenance charges and taxes? 

The writer has been unable to find any 
cases in the California Reports on any of 
the above questions. In other jurisdictions, 
notably New York and New Jersey, where 
the questions have come before the courts, 
the rule would seem to be in all cases in the 
event of a subsequent sale of the foreclosed 
property to apportion the proceeds between 
principal and income. 


Query 1 

Does the foreclosed property constitute 
principal or is it to be considered part prin- 
cipal and part income? 

A rather superficial consideration of the 
question ordinarily prompts the answer that 
a mere change in the nature of the invest- 
ment has taken place—real property has sup- 
planted a note as part of the corpus or prin- 
cipal of the trust; that if non-income pro- 
ducing, costs of foreclosure, maintenance 
charges and taxes should therefore be 
charged to principal; if income producing 
then rents, less maintenance charges and 
taxes, should be payable to the life tenant 
or credited to the income of the trust. 

However, a more thoughtful and analytical 
consideration discloses a distinction between 
what would be a sale of the mortgage note 
and the purchase at foreclosure for the bene- 
fit of the trust of the property constituting 
the security on the note. In the first in- 
stance, the proceeds received on the sale of 
the note would plainly constitute principal. 
But in the latter case the security is taken 
to satisfy a debt which consists not only of 
the principal of the note but also the accrued 
unpaid interest on the note at the time of 


be 
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the foreclosure sale. Therefore, the life 
tenant, or his interest represented by income, 
and the remainderman, or his interest repre- 
sented by principal, each have an undivided 
beneficial interest in the property analogous 
to a tenancy in common. To realize for both 
the principal account and the income ac- 
count of the trust, a sale of the property will 
be necessary in precisely the same way as a 
sale would be necessary to accomplish a par- 
tition in the case of a tenancy in common. 
Upon the sale taking place an apportionment 
will be made of the proceeds between prin- 
cipal and income in the ratio which the 
mortgage debt or the principal amount of the 
note bears to the whole unpaid interest. 


Query 2 

If foreclosed property be sold at an amount 
less than original note it secured are the pro- 
ceeds principal or income or partly both? 
Suppose it is sold for a greater amount than 
the original note? 

Mr. Smith, in his article, reference to 
which is made above, cites and quotes from 
a New Jersey case, viz.: In re Tuttle (49 
N. J. E. 259). In this case the foreclosed 
property was subsequently sold at a loss. 
The court held the net proceeds of the sale, 
less the costs of the prior foreclosure, should 
be apportioned between principal and income 
in the ratio which the original mortgage 
debt or principal amount of the note bears 
to the whole unpaid interest accrued to the 
date of sale. A previous New Jersey case, 
Hagan vs. Platt (48 N. J. E. 206), is cited 
in this Tuttle case. Why Mr. Smith selected 
the Tuttle case to exemplify and support the 
rule of apportionment is difficult to under- 
stand, as the reasoning of the court is not 
particularly clear. But in a New York case, 
In re Marshall (88 N. Y. S. 550), decided in 
1904, an exceedingly lucid exposition of the 
law, as interpreted by the court, is made. 
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This case cites with approval a previous New 
York case decided in 1898, Meldon vs. Dev- 
lin (53 N. Y. S. 172), which in turn cited the 
New Jersey case of Hagan vs. Platt (48 N. J. 
Ek. 206), referred to and quoted from in the 
Tuttle case above mentioned. In the case of 
Meldon vs. Devlin the foreclosed property 
was later sold at a loss. In the Marshall 
case the property was sold at a profit. 

In re Marshall (88 N. Y.'S. 550). 

Testamentary trust—income payable to A 
for life, remainder over on death of A to 
others. In 1872 the trustees invested $15,000 
in a mortgage loan. The interest was paid 
to June 1, 1878, when default was made. 
Foreclosure was resorted to, the trustees tak- 
ing title to the property—earried it until 
May, 1903, when it was sold for a net amount 
of $54,500. Costs of foreclosure, carrying 
charges, including taxes of $8,872.45 and as- 
sessments and other expenses incidental 
thereto aggregating $16,174.33, were paid by 
the trustee out of principal, which, added to 
the original amount of the mortgage, 
amounted to $31,174.33. The remaindermen 
claimed the entire proceeds of the sale as an 
accretion to principal and in addition de- 
manded reimbursement from the income of 
the trust of the taxes which the trustees had 
paid from principal. Says the court: “The 
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rights of the parties in the proceeds of the 
sale of this property are to be regulated by 
some sure rule. There must be some legal 
policy to govern trustees in the administra- 
tion of estates because such a situation as 
now presented—the investment in a mort- 
gage foreclosure, buying in, carrying until a 
favorable time of sale and the subsequent 
sale at a profit—is, in the business of testa- 
mentary trustees, a matter of daily occur- 
rence. Trustees are entitled to have pointed 
out a rule which they can follow without 
fear of having their conduct challenged. 
“The purchasing of the property by the 
trustees at foreclosure was not an invest- 
ment in real property. The purchase was in 
effect an act intended only as temporary, in 
order to prevent an immediate loss to the 
estate. The form of the security, although 
physically realty, was still to be regarded 
as personal property, and would eventually 
have to be distributed as such. Taxes thereon, 
in a sense, were not annual taxes imposed 
against the trust estate, but a charge against 
this particular piece of salvage which the 
trustees had ‘taken temporarily in exercise 
of prudent judgment. The taxes were part 
of the general expenses to which the estate 
was put in an effort to prevent loss. The 
amount of the foreclosed mortgage, together 
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with the expense incurred in foreclosure, the 
carrying charges and the amount of loss of 
income suffered should constitute one com- 
mon account, and wpon the liquidation of the 
account by the sale of the property taken in, 
the interests are to be adjusted and each 
party, life beneficiary and remainderman—- 
is to get exactly his own, so far as it is pos- 
sible to ascertain.” 

The rule to be applied to the distribution 
of these proceeds, I think, is clearly and 
unequivocally laid down in Meldon vs. Dev- 
lin (53 N. Y. S. 172), which is that the pro- 
ceeds are to be apportioned between principal 
and income in the ratio which the principal 
of the mortgage bears to the whole unpaid 
interest. Under the rule the only unknown 
quantity to be found is the amount of in- 
come invested in foreclosed property. The 
mortgage bore interest at 7 per cent, but 
the court held, in view of the subsequent 
depreciation in interest rates, that it would 
be equitable to compute interest at 5 per cent 
on the entire principal put into the foreclosed 
property. The application of the rule resulted 
in a credit to income of the entire proceeds 
of the sale over and above the $31,174.33 of 
principal that represented the original mort- 
gage investment plus all of the carrying 
charges subsequently paid. 





It thus appears that in New York the rule 
of apportionment applies whether the fore- 
closed property be sold at a profit or a loss. 
So, also, is this the rule in New Jersey, for 
in two cases decided subsequent to the Tuttle 
case apportionment was decreed where the 
sales netted a profit. (Parker vs. Seeley, 56 
N. J. E. 110; Skinner vs. Boyd, 98 N. J. E. 
DD.) 

In Parker vs. Seeley the court said: “The 
consideration which seems to control is that 
the foreclosed property represents both prin- 
cipal and income and its growth in value is 
due to both sources.” 


Query 3 

Are the carrying charges, including taxes, 
proper charges against principal? 

The Marshall case, in New York, definitely 
decides this question in the affirmative. In 
a later New York case it was directed carry- 
ing charges be paid from principal. Said the 
court: “What is to be paid to protect this 
property is clearly for the benefit of principal 
—only object to preserve it so that it can be 
sold for something which will increase the 
principal of the trust.” (Jn re Pitney, 99 
N. Y. S. 488.) 

In New Jersey, although in the Tuttle case 
the taxes were directed to be deducted from 
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income, a later case practically overruled the 
Tuttle case in this particular. (Trenton 
Trust Company vs. Donnelly, 65 N. J. F. 119.) 

The rule is the same in Massachusetts. 
(Stone vs. Littlefield, 151 Mass. 485.) 

But it should be noted that these charges 
are added to the principal represented in the 
foreclosed property before apportionment is 
made. 

Query 4 

If the foreclosed property be income pro- 
ducing, do the rents constitute income pay- 
able to life tenant after deducting therefrom 
maintenance charges and taxes? 

The writer has been unable to find a case 
in which the foreclosed property has been 
income producing. The question of the dis- 
position of rents was not at issue in any of 
the cases cited above. It is submitted, how- 
ever, that inasmuch as carrying charges in 
all of the where they appear are 
charged to principal, that any income from 
the property should be credited to principal 
and thus considered as additional proceeds 
to be derived from the property. Certainly 
it could not be maintained that income, being 
allowed a return on the original investment 
until such time as a sale of the foreclosed 
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property is accomplished, should also receive 
the rents derived from the property. 

The writer believes that if the above ques- 
tions are presented in California that our 
courts would follow the authorities cited. 
For our Supreme Court is on record as fa- 
voring apportionment between remaindermen 
and life tenants in the matter of stock divi- 
dends and in the amortization of premiums 
on bonds purchased. The rule of apportion- 
ment in the event of sale of foreclosed prop- 
erty is logical and fair. In our opinion the 
rule may be stated as follows: 


Rule of Apportionment 

In the event of foreclosure by a trustee of 
a mortgage securing a debt held as an asset 
of the trust estates and the purchase of this 
property by the trustee at the foreclosure 
sale the property represents invested princi- 
pai and invested income. During the period 
the property is held, all carrying charges 
paid to preserve it are proper charges against 
principal and any rents received proper 
credits to principal, to be accounted for, 
however, as constituting a portion of the pro- 
ceeds derived from a subsequent sale of the 
property. In the event of a subsequent sale 
the trustee shall apportion between principal 
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and income the proceeds of such sale plus 
any rents received in the ratio which the 
mortgage debt plus all carrying charges bears 
to the whole unpaid interest to the date of 
realizing on the security. 

Let A represent mortgage debt. 

B represent unpaid interest to date of 

realization on foreclosed property. 

represent foreclosure expenses and 
carrying charges on foreclosed prop- 
erty. 

D represent proceeds on sale of fore- 
closed property subsequent to fore- 
closure. 

represent any rents 
foreclosed property. 


received from 


The apportionment should be made as fol- 
lows: 
A+C 
—————- of D+ E 
A+C+B 
B 


To Principal 


of D+E 
A+C+B 
If rents are used to defray any of the 
carrying charges, then eliminate “EK” from 
above formula and use for “C” the amount 


To Income 
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actually advanced from the principal of the 
trust estate. 

The writer suggests, therefore, that in the 
event a trustee forecloses any mortgage loan 
held as an asset in any trust and takes the 
property, that the property be set up as an 
asset in a trust subsidiary to the trust in 
which the mortgage loan was held. For 
example, if mortgage loan held in a testa- 
mentary trust numbered 10635 then set up 
a subsidiary trust numbered 10635-A and set 
up the foreclosed property as an asset in 
this subsidiary trust. All carrying charges 
to be debited to and any rents received cred- 
ited to the subsidiary trust. In the event 
of a subsequent sale there will be available 
a complete accounting record in one place 
with figures readily at hand for use in ap- 
portioning the proceeds between principal and 
income. 

oo > 

Frank Merz, president of the Union Trust 
Company of Jamestown, N. Y., has completed 
fifty years of service as a banker in Roches- 
ter. 

The National City Bank of New York 
opened a branch recently on Fifty-seventh 
street at First avenue. 
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APPEAL FOR NEW TRUST BUSINESS IN OPERATION OF 
THE CO-MINGLED FUND 


ASSURES COMPLETE DIVERSIFICATION AND SIMPLIFIED INVESTMENT CONTROL 


RODMAN WARD 
Assistant Trust Officer, Equitable Trust Company of Wilmington, Delaware 


(Epiror’s Note: 


The co-mingled fund is the latest development in the investment 


of trust funds, designed to secure a greater degree of diversification in the selection of securi- 
ties and to extend the scope of fiduciary management by simplifying control and accounting. 
Mr.Ward discusses the various types of co-mingled funds and the experiences of the company 
with which he is associated in the operation of co-mingled funds. 
gratifying ‘‘customer acceptance.’’) 


HERE are three distinct forms of this 

comparatively new idea in the trust 

field—the c¢o-mingled fund—each of 
which must be differentiated from the others 
in order to have a clear understanding of the 
subject. First, there is the incorporated 
fund. The trust company forms a corpora- 
tion which sells shares of stock or units of 
a share of and an bond to 
itself in its fiduciary capacities. Second, 
there is the co-mingled or composite fund 
for trust investment of which the trust com- 
pany is trustee or agent for itself as trustee 
under agreement or will. The participating 
trusts, on paying money into this fund, are 
entitled to their proportion of all 
profits and losses. They receive as evidence 
of their interest a receipt or certificate of 
beneficial interest. And, third, there is the 
fund of uniform trusts. This is practically 
identical with the last type with the excep- 
tion that participation in it is limited to 
trusts which have uniform administration 
provisions and which are in all 
ated particularly for this fund. 


stock income 


income, 


cases cre- 


Various Advantages 

The incorporated fund avoids the income 
tax complications which are the chief diffi- 
culties in the operation of the other types. 
On the other hand it requires very careful 
handling to avoid increasing the income tax 
which ultimately falls on the beneficiary or 
is deducted from his income. The co-mingled 
fund for trust investment is favored by some, 
my own company among them, because they 
believe it more flexible and more appropriate 
for trusts, and that there is less possibility 
of misunderstanding by the public. 


His figures indicate a 


The fund of uniform trusts has a narrower 
field of application. Where it is in use, it 
must be operated in conjunction with one of 
the other forms, for, as I said before, it can- 
not be participated in by the ordinary trust 
under will or agreement. It is designed par- 
ticularly for the purpose of aiding small in- 
who distrust their own investment 
knowledge and ability. For this it is admir- 
ably suited. 


vestors 


Let me suggest a few limitations which it 
should be placed on any ¢o- 
mingled fund operated by a trust company 
for its trusts. First, the fund should be in 
absolute control of the trust company. This 
prohibits participation by co-trusteeships, by 
agencies or by any individuals. Second, all 
income should be regularly distributed pro 
rata to the participants, with none reserved 
either for reinvestment or for fees or com- 
missions. Third, entry or withdrawal should 
be permitted at reasonably frequent inter- 
vals, and the valuation at that time should 
be based on the then market value of the 
properties held in the fund, with no deduc- 
tion or addition for fees or commissions. The 
reasons for these conditions will be obvious 
I believe if you study them for a minute 
keeping in mind that trust funds are in- 
volved. 


Why the Idea Is Not More Widely Adopted 

The co-mingled fund is the newest idea of 
major importance in the investment of trust 
funds. It has been talked about at every im- 
portant trust conference in the last three or 
four years. Yet it has been put into prac- 
tice in very few cases. This might readily 
be taken to mean that the idea has not 


seems fo us 
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appealed to many trust institutions. I would 
point out, however, that the reasons why it 
has not been adopted more generally are 
largely technical. In the minds of many, 
there are legal uncertainties as to the power 
or right of trustees to mingle funds held for 
investment. Then there are bookkeeping dif- 
ficulties of rather serious proportions at- 
tendant upon the operation of such a fund. 
And lastly, the incidence of income tax on a 
fund was for a long time in doubt, although 
this question now seems to us to be pretty 
definitely settled. 

These questions, which are not questions 
that go to the fundamental soundness and 
desirability of this manner of investing trust 
funds, have been the major force preventing 
a widespread acceptance of this new idea. 
I am quite sure of this because of the nature 
of correspondence and conversations which 
my fellow officers and I have had with rep- 
resentatives of many banks and trust com- 
panies throughout the country. 


The Funds of Equitable Trust Company 

The company I represent has been oper- 
ating two co-mingled funds for two years— 
Fund A, the investment portfolio of which 
contains at the present time approximately 
23 per cent of common stocks and 32 per cent 


of preferred stocks, in addition to corpora- 
tion bonds, municipals, and real estate mort- 
gages—and Fund B which is strictly limited 
in investment to securities legal for trust 
investment in Delaware. Out of our experi- 
ence gained in these I shall give you facts 
and figures and some personal opinion. 


Particular Advantages of a Co-mingled Fund 

Now, what are the particular appeals which 
a co-mingled fund has? Why should it at- 
tract business, if it does? What kinds of 
business should it attract? 

The most important advantage to be ob- 
tained for trust funds through a co-mingled 
fund is greater safety—greater safety of 
principal and greater stability of income. 
This comes in two ways: the first and most 
important of which is of course diversifica- 
tion of investment, which needs no defense. 
The danger of carrying all your eggs in one 
basket is axiomatic. Yet for the small trust 
you cannot well do otherwise. You cannot 
obtain real diversification unless you pool the 
interests of that trust with those of other 
small trusts. 


The Factor of Diversification 

I recently asked one of our investment 
officers what, in his mind, was the smallest 
trust which could be invested with proper 
diversification. I finally pinned him down 
to a figure. It was $50,000. He insisted on 
hedging, however, to the extent of saying 
that it was possible to diversify the invest- 
ment of larger amounts, but hardly practical 
because of the number of small holdings 
which would render onerous and unprofitable 
the task of watching them as carefully as 
they should be watched. 

A co-mingled fund permits as complete di- 
versification as the terms of the trust allow 
for an account of any size. Also, it simpli- 
fies to a tremendous extent the task which 
no one but a trust executive realizes is so 
difficult—that of watching all of the invest- 
ments all of the time. A co-mingled fund, 
therefore, offers diversification and simplifi- 
eation of control. 

I am now considering only the basic busi- 
ness of a trust company, the testamentary 
trust and the living trust which is estab- 
lished in a lump sum. I am convinced that 
moderate sized trusts of this nature which 
are very often the sole or major support of 
some person, can be more safely administered 
and are surer sources of steady income if 
they are invested through the medium of a 
conservatively managed co-mingled fund than 
if invested independently. That may not be 
an appeal to the public which will produce 
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startling figures in the new business depart- 
ment but it is one which will, in the long 
run, produce satisfied customers. And they 
in turn will bring in business. 


Investment Management Trusts 

Twenty and thirty years ago, when cor- 
porate trustees were still in the formative 
stage, their personal trust business was lim- 
ited almost entirely to the settlement of es- 
tates as executors and administrators, to 
acting as guardians or conservators and as 
testamentary trustees. With the spread of 
the trust idea and, even more, with the im- 
position of burdensome death duties and in- 
come taxes, living trusts more generally came 
into use, chiefly, however, with the purpose 
of avoiding some tax or of imposing some 
protective hand on the corpus of the trust, 
insofar as its impairment through spending 
or its future distribution were concerned. 

We are now entering another stage. The 
corporate trustee is being called upon more 
and more to act as agent or custodian or 
trustee because people in general are dis- 
trustful of their own investment judgment. 
In other words, corporate trustees are in 
many cases receiving fees, not so much as 
trustee, but as investment analyst or coun- 
selor. The trust accounts attracted in this 


way are usually moderate in size and in 
many cases are not to be invested so con- 
servatively as are other types of trusts. The 
client usually does not want mere safety of 
principal and an assured income. He in- 
sists on the chance for appreciation in value 
which seemingly is inherent in common 
stocks. At least, he wishes his present depre- 
ciated estate restored to its former size. 

The first of our two funds, Fund A, is pe- 
culiarly adapted to answer this demand. The 
uniform trust was originated and designed 
particularly—almost solely for this class of 
business. Any co-mingled fund, by its nature, 
is suited to attract this type of account. 


Estate Building Trusts 


There is one more appeal which is almost 
unique in the co-mingled fund. A great deal 
of emphasis nowadays is being laid upon the 
desirability of interesting the younger man 
in the trust idea, the man who is now in 
process of accumulating his estate, who can- 
not yet be a profitable customer of your 
trust department but with whom you wish 
to make a connection because of his future 
promise. He is saving and laying aside only 
a hundred dollars a month or a few hun- 
dred dollars a year. He has got beyond the 
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savings account stage. He wants invest- 
ments. A co-mingled fund is very well suited 
to him because he can create a trust with 
a few hundred dollars to start with, he can 
regularly add to it a hundred dollars at a 
time and have each addition to his trust 
invested promptly in a thoroughly diversi- 
fied, income-yielding property which he knows 
is being watched constantly and managed 
carefully by a capable and disinterested trust 
institution. 


Reaction of the Public 

What has been the reaction of the public 
to our fund? I must confine this part of my 
talk to our Fund <A, the one which has.a 
proportion of non-legals, for the reason that 
participation in Fund B, which is composed 
of legals, may be enjoyed by any non-con- 
sultative trust without express authoriza- 
tion on the part of the trustor. Thus it is 
impossible to give any statistics as to the 
acceptance of Fund B by the public. Par- 
ticipation in Fund A, on the other hand, is 
permissible only in cases where the trustor, 
either in his will or in the trust agreement. 
specifically 
money. 


authorizes us so to invest his 

I have reviewed all of the trusts created 
with our company since the inception of 
Fund A on July 1, 1930, omitting from con- 
sideration, of course, those trusts which other 
considerations than the _ trustor’s§ desires 
would bar from participation in it. I have 
also ascertained from our records the same 
facts with regards to all of the wills on file 
in our office which have been written or 
amended since that date. 

When you consider these figures, bear in 
mind that we have never pushed these funds. 
Our position from the beginning has been: 
“Here is something which you may like. 
If you do, we will be glad to have you use 
it. But we are not urging you to do so.” We 
bring these funds to the attention of a cli- 


ent when he is discussing a proposed trust 
without attempting to persuade him to au- 
thorize participation. We do not incorporate 
in the body of a trust agreement any such 
authorization. Instead we have a standard 
form of amendment to an agreement which 
required separate execution by the trustor 
with the purpose of bringing it particularly 
to his attention and avoiding its inclusion 
as a matter of course among other powers of 
the trustee. 

Eighty-eight per cent of the unfunded in- 
surance trusts created with us since July 1, 
1930, specifically authorize investment in 
Fund A. Eighty-two per cent of all other 
trusts under agreement established in the 
same period authorize investment in Fund 
A. Of all the wills which name us as sole 
trustee, which have been written or amended 
since July 1, 1930, and which are on file in 
our oftice, 74 per cent specifically authorize 
participation in Fund A. These figures show 
astounding “customer acceptance.” 

The wills authorizing investment in Fund 
A are not limited to those covering moderate 
estates. One person who considers himself 
worth approximately $1,000,000 at the pres- 
ent time even, authorizes us to invest in Fund 
A. There are several cases where the es- 
tate. in this depression, has a value of some 
hundred of thousands. In fact, size of es- 
tate seems to have little bearing on the ques- 
tion of using or not using Fund A. In gen- 
eral. it is those people who want some com- 
mon stock investment in their trust, whether 
they will leave $20,000 or $200,000, who favor 
our non-legal co-mingled fund. 


Common Stock Investment 

The question of the advisability of com- 
investment by trustees does not 
come into this picture. We may advise them 
in some cases or you may feel that all trusts 
are better off invested entirely in fixed- 
income bearing securities. Yet we are all 
faced with the fact that some trustors want 
a participation in equities. In such cases a 
non-legal co-mingled fund seems to me the 
best answer to the problem that we can 
offer. 


mon stock 


The co-mingled funds which we have been 
operating have been very popular. In addi- 
tion to the popularity of these funds, more- 
over, we are convinced that a conservatively 
managed co-mingled fund has the very real 
advantage of simplifying and making more 
sure investment control and is the one prac- 
tical method of obtaining complete diversi- 
fication of investment for the moderate sized 
trust. 
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DETERMINING COST OF SECURING AND EVALUATION 
OF NEW TRUST BUSINESS 


SUBSTANCE OF REPORT PRESENTED BY TRUST NEW BUSINESS COMMITTEE 
OF CHICAGO BANKS AND TRUST COMPANIES 


(Epiror’s Note: An important feature of the recent annual convention of the Financial 
Advertisers Association was the presentation for discussion before the Trust Development 
sessions of a report prepared by the Committee of Trust New Business Men of Chicago 
banks and trust companies, covering the cost of securing new trust business and the valuation 
of new trust business. This committee has diligently studied the subject since last Fall and 
submits a series of cards for maintaining permanent uniform records as well as tables and 
charts for mathematical deductions based upon mortality tables. For reasons of space limita- 
tion the series of tables, card records and charts are omitted from the following excerpts of 


the Committee report.) 


COMMITTEE comprised of the heads 
of the trust new business divisions of 
Chicago banks and trust companies 

began holding regular weekly meetings in the 
fall of 1931 for the purpose of studying the 
various phases of trust development work. 
Two of the most important problems of new 
trust business which the committee has been 
studying are—first, the cost of securing new 
trust business, and second, the valuation of 
the yarious kinds of new trust business. 
Because there has been considerable thought 
and discussion with reference to these sub- 
jects at different times, at gatherings of trust 
men, the committee feels that it might pro- 
voke further discussion and thought on these 
important subjects by publishing the result 
of its study and accordingly this report is 
submitted. This report covers the problem 
of costs and value of new trust 
it relates to the services of the personal trust 
division. The committee did not study the 
problem as related to corporate trust services. 


business as 


Objectives Sought from Records 

To begin with the committee defined what 
it wanted to ascertain as the result of its 
study. It set down at the outset the things 
which it would want to ascertain from the 
new business records maintained in their 
respective banks and trust companies. The 
objects sought were defined briefly as fol- 
lows: 

Determining 
trust business. 

The effort required to close yarious kinds 
f trust business. 


the present value of future 


How nearly future trust business measures 
up to estimates made when taken in. 

How long future trust business remains on 
the books before becoming active, and how 
long after it becomes active. 

What fees are actually collected from each 
kind of trust business. 

Preparation of a form of card for main- 
taining a permanent uniform record. 

How much does advertising material con- 
tribute to the securing of new trust business. 

How large the trust new ‘business staff 
should be and of what it should consist. 

What class of prospects yield the best re- 
sults. 

What kind of 
to develop. 

The best source of prospects for new trust 
business. 

In what direction can the trust 
ness effort be best expended. 

Determining equitable compensation for 
trust representatives. 


business is most profitable 


new busi- 


Determining the value of present and fu- 
ture trust business in case of merger or con- 
solidation of banks and trust companies. 

All of the objects of the study above set 
forth are not specifically discussed in this 
report, but the committee feels that all of 
these questions can be answered by a study 
of the factual data obtained through the 
application of a laboratory method ‘by keep- 
ing records in the manner herein suggested. 

After a very brief survey of the factors 
which enter into the cost of securing new 
trust business, the members found that they 
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had few actual facts at hand. After an anal- 
ysis of the subject the committee divided the 
factors regarding these problems into the fol- 
lowing three groups; Facts known; Facts de- 
terminable; Facts undeterminable. 


Facts Known and Determinable 

Under the heading of facts known the 
committee listed the following items: Sala- 
ries, Advertising, Overhead expenses, Travel- 
ing Expenses and Entertainment. 

In considering facts determinable the com- 
mittee found that there are two types of 
trust business upon which they needed to 
secure additional information. The first kind 
of business under this heading is Jmmediate 
Fee Business, which includes Living Trusts, 
Agency and Custody Accounts, Conservator- 
ships, Holding Title to Real Estate, Guard- 
ianships, Administratorships, Escrows, Exec- 
utorships, Testamentary Trusts, Funded In- 
surance Trusts and 3usiness Insurance 
Trusts. The second class of business under 
this heading is Potential Fee Business, which 
includes Executor Appointments, Testamen- 
tary Trust Appointments, Insurance Trust 
including Business Insurance Trusts. The 
following items were listed by the committee 
as being the facts required to supply the de- 


sired information about the two kinds of 
business under this heading and are the 
points regarding which a permanent record 
should be kept: 

Source of prospects; number of contacts 
necessary to secure account; date account 
secured ; age of client; age of life tenant; age 
of ultimate beneficiaries; size of account 
when secured; date account becomes active; 
number of contacts necessary to retain ac- 
count; direct expense in securing and re- 
taining account; size when account becomes 
active; fluctuations in size during adminis- 
tration of account; date account terminated; 
size of account when terminated ; reason why 
account was terminated; actual col- 
lected. 


fees 


Facts Undeterminable 

Under heading of facts undeterminable the 
committee listed the following items: 

Contribution of staff and personnel of bank 
in securing new trust business. 

To what extent advertising and trust lit- 
erature aids the trust representative in sell- 
ing customers. 

Effect that trust solicitation may have 
upon customers of other departments of the 
bank in cementing that relationship, so that, 
the customer will make the bank his finan- 
cial home, in deed and in fact. 

Contributions by trust representatives to 
other departments of the bank in securing 
business. 

Contributions of satisfied customers in sell- 
ing the trust services of the bank. 

The committee agreed that each institu- 
tion could ascertain from its own records the 
items above listed under the heading Facts 
Known. 

While the items listed under the heading 
of Facts Undeterminable might be the most 
potential factors in the securing of a given 
piece of trust business yet the committee 
feels that it would be impossible to devise a 
system whereby these factors could be meas- 
ured, so with regard to these items the com- 
mittee contents itself with making due ac- 
knowledgment that these factors do exist and 
by admitting that in all cases one or more 
of them operate and that in some instances 
these factors may be the only reasons why 
a given piece of new trust business is se- 
cured. Farther than this the committee feels 
it could not go in regard to these items. 


Setting Up a Permanent Uniform Record 

The committee decided to set up and keep 
a permanent uniform record for the purpose 
of ascertaining the facts determinable. Be- 
cause of the number of different filing sys- 
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tems already established in the various banks 
and trust companies these forms were worked 
out in two different sizes, a 3x5 card and a 
4x6 card. The new business divisions of the 
Chicago banks and trust companies have 
agreed to set up these cards as a permanent 
record from which they can ascertain the 
desired facts. This record will give them a 
common system and they will be able to com- 
pare their results from time to time and thus 
be able to deduct more accurate conclusions 
from these facts because of a wider spread 
thus obtained. 

(NoTE: The report, at this point, shows a 
series of exhibits or cards for setting up and 
keeping a permanent uniform record of de- 
terminable facts, including a computation 
record of present value of any piece of trust 
business. ) 


Record of Direct Effort 

The committee feels that a record of direct 
effort should be kept on the card or record 
used by the trust representative, while work- 
ing on the case. Upon this card or record 
should be listed the calls made by the trust 
representative, interviews obtained by him 
and the result, calls made with no interviews 
obtained, letters written, trust literature sent, 
telephone calls with contacts, and telephone 
without contacts. This card should 
contain a record of the money ex- 
pended in securing the account in question. 
The manager of the new business division 
will have, through the this card, a 
complete record of the direct effort and ex- 


ealls 
also 


use of 


Acceunt Data 


When Secured 

When Active 

When Closed 

Date of Birth 

Expectancy when Secured 
Estimated Fee 

Present Value 
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pense made in securing or retaining a given 
piece of trust business and will enable him 
to figure the cost of each item and the cost 
of each kind of trust business. The reason 
why no exhibit or any special form of card 
is submitted herewith is that the tickler sys- 
tems used by respective institutions vary de- 
cidedly, but the Chicago banks and trust 
companies have agreed to keep, in their 
tickler systems a record of the direct effort 
expended upon each piece of ‘business, so that 
in a few years they will have some valuable 
data in regard to the various kinds of busi- 
ness to compare with each other. 

The committee feels that the records above 
outlined, which their respective banks and 
trust companies have agreed to keep dili- 
gently, will prove valuable to them in course 
of time. The committee believes that it is 
only by the application of the laboratory 
method to this problem that authenticated 
data and records can be obtained, from which 
scientific conclusions can be drawn. The re- 
sults should enable the Chicago banks and 
trust companies to determine at what per- 
centage any potential trust business should 
be discounted, if at all, what percentage of 
such business lapses, what percentage of loss 
due to shrinkage, etec., and will enable 
them to measure more accurately the present 
value of all potential trust business. 


is 


Mathematical Deductions from Mortality 
Tables 


The discussion of present value, as regards 
trust new business, has been more or less 


AccouUKT 


Actual Kee Record 
Year 
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confined to the question of compensation to 
be paid trust representatives soliciting new 
trust business, but that phase of the present 
value problem is not to be covered by this 
report, and consequently it is purposely omit- 
ted. The committee, however, feels that the 
question of present value has a further ap- 
plication to the trust new business problem. 
It believes that the manager of a trust new 
business division, if he is to direct this ac- 
tivity intelligently, must know what relation 
the present value of the different kinds of 
trust business bears to the cost of securing it. 
Naturally if the cost exceeds the present 
value no money or effort should be expended 
in that direction. 

While the committee believes that the facts 
to be revealed by the keeping of the records 
above outlined will give the ultimate and 
final answer to the questions raised in this 
report, yet in order to have something to 
guide them in calculating the present value 
of new trust business while these facts are 
being accumulated, the members of the com- 
mittee have had worked out a set of tables 
and graphs which their respective banks and 
trust companies will use for the time being 
in estimating the present value of various 
kinds of new trust business. The more im- 
portant of these tables have been prepared 
by Henry R. Corbett and Staff, Consulting 
Actuaries, of Chicago, Illinois, to whom the 
committee makes grateful acknowledgment 
for their valuable contribution. 

These tables and graphs are mathematical 
deductions from the table of mortality and 
from the “Withdrawals and Lapsation” chart 
prepared by the Mississippi Valley Trust 
Company of St. Louis, Missouri, for the use 
of which the committee makes appreciative 
acknowledgment to Mr. Charlton Alexander, 
one of its vice-presidents. Mortality tables 
are wonderfully accurate as to the average 
experience of large numbers. The actual 
length of life of a few persons might vary 
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considerably either way from the “expecta- 
tion” and the lapsation in any one bank 
might vary from the table of experience here 
submitted. Nevertheless by the use of these 
tables the committee feels that it can de- 


termine the present value of new trust busi- 
ness as accurately as is possible at this time. 


Close Approximation of Present Values 

The committee wishes to point out that the 
safety brake on the accuracy of these tables 
and charts as related to the experience of 
any institution is the permanent record above 
deseribed. This record will eventually pro- 
vide an actual check on forecasts made by 
the use of these tables, and in due course 
of time by the laboratory method which the 
Chicago banks and trust companies are ap- 
plying to this subject, it will be possible to 
determine how nearly these tables conform 
to the general experience. The tables and 
charts can be changed if necessary, in view 
of the light thus subsequently thrown upon 
them. 

The committee believes that the present 
value of fees to be derived from new trust 
business, with its many varying clauses of 
distribution, can be computed in nearly every 
instance by the use of the tables herewith 
submitted. It is possible, however, to con- 
ceive of situations which cannot be specifially 
covered by these tables, but it is believed 
that in most of such cases close approxi- 
mations of present value can be made from 
them. Should any such situation occur fre- 
quently an Actuary can be engaged to pre- 
pare a table to cover such cases or any others 
that may present themselves repeatedly. 

(Note: The report further presents a com- 
prehensive series of tables and graphs as a 
basis for computing present value of fees 
to be derived from new trust business. The 
items of personal trust business are divided 
into two general classifications under the 
head of (1) present business—present fee, 
and (2) potential business—deferred fee.) 


COMPUTATION RECORD OF PRESENT VALUE OF ANY PIECE OF TRUST BUSINESS 





PROFITABLE RESULTS FROM UNDERWRITER 
COOPERATION 


SOME STRIKING FACTS AND FIGURES 


R. E. MacDOUGALL 
Assistant Trust Officer of the Provident Trust Company of Philadelphia, Pa. 


(Epiror’s Norte: “Go thou and do likewise”’ 
It recites actual and striking results obtained 


which may be extracted from the following. 


is the precept for trust men generally 


from the right kind of cooperation that may be fostered between trust officers and life under- 


writers. 


It is an answer to some recent lamentations that life underwriters are not respond- 


ing to trust company overtures as they might.) 


T is almost axiomatie that a bank’s best 

prospects for new business are to be found 

among its own clientele. This has not 
been our experience. We find that coopera- 
tion with the life insurance fraternity is the 
most profitable source of new business. When 
I say profitable, I mean not measured by the 
number of requests for booklets, the number 
of favorable comments made or the number 
of prospects listed, but (1) living trusts ac- 
tually placed on the books, (2) deposit ac- 
counts actually opened, (3) wills and (4) 
insurance trusts. 


Collateral Business From Underwriter 

Contacts 
The insurance trusts developed through 
cooperation with the life underwriters are 
often the least of the new business written. 
In our particular case it amounts to 40 per 
cent. We have often found that the collat- 
eral business is even more profitable. The 
following figures are not given in a boastful 
spirit, but as substantial evidence that co- 
operation with the life underwriters does 
pay. Each of the men in our new business 
department has averaged $12,000,000 per year 
in the last five-year period from this source 
alone. 

For example, recently a life underwriter 
introduced us to the president of a close cor- 
poration and we rearranged his estate af- 
fairs, which amounted to approximately 
$200,000. The president asked that we re- 
the terms of a rather unsatisfactory 
business agreement, with the result that a 
new plan was adopted and $250,000 new in- 
surance written. Another officer of the cor- 
ration arranged his affairs with the com- 
pany and it developed that he was a “one 


view 


man trust company.” He had been managing 
his sisters’ securities, which were turned 
over to us under living trusts totaling $180,- 
000, He also brought the following living 
trusts to our company: one for his niece— 
$30,000! one for his aunt—$125,000; one for 
his uncle—$550,000. The corporation also 
opened its deposit account, which has aver- 
aged $100,000 over the last year. In other 
words, from this single contact our company 
received $885,000 in living trusts, the $100,000 
corporation deposit, together with four or 
five other desirable deposit accounts of the 
various officers of the corporation and a large 
amount in potential business. The $250,000 
new insurance which was written was, of 
course, very gratifying to the underwriter 
who had placed us in touch with this busi- 
ness. While the foregoing case has more 
ramifications than usual, it does show the 
possibilities of life underwriter cooperation. 


Capitalizing Life Insurance Trust Experience 

These results have not been accomplished 
overnight nor through sensational methods. 
In 1922, when insurance trusts first came into 
popular use, our company had already had 
a wide experience in the managing of such 
trusts and decided to capitalize it. We took 
ten actual cases that had been administered 
by our trust department and prepared a 
booklet entitled “Ten Unusual Stories,” each 
of which stressed the value of life insurance 
in the balanced estate plan, This we sent 
to a selected list of clients, and advertised 
the stories in the newspapers. The leads that 
we developed brought us in contact with 
many life insurance men. We found it 
worth while to meet our clients’ insurance 
representatives before placing the insurance 
under a trust. 
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TRUST COMPANY 
IN MASSACHUSETTS 


North Brookfield National Bank Clinton Trust Company 


a 
Spencer National Bank 





These contacts with the underwriter gave 
us an opportunity to convince him—first, 
that the insurance trust would frequently 


effort. In fact, most of the prospects are 
three-fourths sold before we come into the 
picture. This. of course, cuts down the time 


better serve many of his clients and—second, 
that we would recommend to his prospect 
the purchase of additional insurance when- 
ever we conscientiously could. We urged 
the underwriter to scan his list of prospects 
and clients to make sure that the insurance 
was payable in the most effective way from 
the client’s or prospect’s point of view, so 
that these clients would not be weaned away 
by some other underwriter using the trust 
approach. 

Believing that the trust officer’s experi- 
ence would be helpful to the underwriter, we 
urged him to bring his trust problems to us 
in advance. We also urged the underwriter 
not to cooperate with our bank only, but to 
meet the trust officers of the other representa- 
tive institutions of our city so that if the 
underwriter should find that his prospect 
preferred the X, Y. Z. Trust Company, the 
underwriter could more easily make an ap- 
pointment if he knew the trust officer. More- 
over, meeting the officers of the various 
banks gives the underwriter the opportunity 
to compare the services of the various Phila- 
delphia institutions. * * * 


The Kind of Cooperation and Advertising 
Which Pays 

Of course, underwriter cooperation has 
certain drawbacks. We are asked to accept 
many small trusts and are sent on wild goose 
chases by inexperienced underwriters... We 
sometimes have two or three underwriters 
on one case. In these instances we invari- 
ably cooperate with the underwriter who has 
first placed us in touch with the prospect. 
These drawbacks are a small price to pay for 
the collateral business we receive. Certainly 
business that comes to us through under- 
writer cooperation is obtained with the least 


we spend in the development of each piece of 
business. Underwriter cooperation simplifies 
new business management, since a good new 
business man, once having made his con- 
tacts with the life insurance fraternity, needs 
no new prospects. If properly cooperated with 
insurance men are constant good-will builders 
for the trust company. We find also that 
the newspapers are the best medium to far- 
ther cooperation between us and the life un- 
derwriters. 

Last year we prepared a hand-book called 
“The Selling Value of the Trust Approach” 
which was designed to give the underwriter 
the trust point of view, The points brought 
out in this booklet were discussed in a num- 
ber of life insurance agency meetings and 
have been praised highly by many under- 
writers. We, of course, keep the underwriter 
in touch with the changes in the tax laws 
and send him in advance proofs of our ad- 
vertising campaigns affecting his product. 
The fact that we have received so much busi- 
ness from this source before and during the 
depression, and the further fact that we are 
confident that unprecedented amounts of in- 
surance will be written in the future, confirm 
our belief that cooperation with the life un- 
derwriters is sound new business policy. 


The City Trust Company and the National 
Fowler Bank of LaFayette, Ind., have been 
merged as the Fowler Bank & Trust Com- 
pany. Burr S. Sweezy is president. 

A will hastily scrawled by a doughboy in 
the World War trenches in France fourteen 
years ago, when he believed death imminent, 
was filed recently for probate at Salem, Mass. 
The testator, Charles W. Lewis, was killed 
recently in an automobile accident. 
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WHY THIS BANK ADVERTISES 


PRIME VIRTUE OF ADVERTISING IS CONTINUITY 


EDWIN BAXTER 
Vice-president, The Cleveland Trust Company 


(Epiror’s Norte: It is significant that practically all of the large and most successful 
banks and trust companies of the country have been consistent in pursuing aggressive and 
continuous advertising, during times of adverse as well as affluent business conditions. 
The Cleveland Trust Company was among the pioneers of American banks to break away 
from the cold and impersonal kind of advertising which prevailed several decades ago. 
The following article derives added interest from the fact that conditions which obtain today 
impart added importance to confidence and business-building bank advertising.) 


VPRY once in a while somebody—fre- 
quently a stockholder—buttonholes the 
president or general manager of every 

large, well-known institution and says: “Why 
in the world do you keep on advertising on 
so lavish a scale? Maybe you needed to 
advertise when you were small and unknown. 
Maybe your growth owes something to your 
advertising. But now when your name is a 
household word, your product or service so 
widely and favorably known, why not save 
some or all of that expenditure? Everybody 
agrees that a satisfied customer is the best 
advertisement. You have thousands or hun- 
dreds of thousands of such, yet you are ap- 
parently advertising more and more. Why 
not how your institution continues to 
grow by itself, without stimulants?’ 


see 


To which the president or general manager 
makes such reply as his nature and his ex- 
perience may suggest. Sometimes he is sure 
of his ground and has reasons for the faith 
that is in him. Sometimes he is a little un- 
settled by ‘the question. Rarely—very rarely 
in these times, especially if he has a proper 
sales organization—he can show unquestion- 
able figures of an increase in volume of busi- 
ness which can be due to nothing else than 
his advertising. Much oftener, he has to 
rely on general facts, and largely on convic- 
tion, rather than on specific results with un- 
questionable causes. 

Reasons for Active Advertising Campaigns 

The Cleveland Trust’ Company is one of 
the large institutions whose president, direc- 
tors and officers have to answer this ques- 
tion frequently. Not all of them answer it, 
of course, in the same words or with the 
same conviction, or the same reasons for 


their faith. A composite of their answers, 
logically arranged, might be something like 
this: We believe it is good business for us 
to advertise on a large scale, and to keep on 
so advertising, for six reasons: 

First, we were among the first banks in 
the country, if not the very first, to do any 
real advertising beyond the mere “insertion” 
of a “ecard” giving the name and address of 
the institution, its capital and surplus, and 
rarely its officers and directors. Our rela- 
tively short history of thirty-seven years has 
been as remarkable for consistent growth, as 
for persistent advertising, and we are among 
the twenty-five largest institutions of our 
kind in the country. We have noted that 
almost without exception, the other twenty- 
four, and nearly all other banks that have 
grown and flourished, have been aggressive 
and persistent advertisers like ourselves. Of 
course, advertising has not been the only 
reason for their growth and ours, and maybe 
not the most important one, but there must 
be some relation between their advertising 
and their growth. 

Second, as some wise wit has put it, we 
are not addressing a fixed audience, but a 
parade. In our field of operation, though 
Cleveland and its suburbs are among the 
healthiest of cities, at least 150 people die 
every day, at least 100 probably move else- 
where, and at least 300 youngsters and new- 
comers take up their active life in the com- 
munity. Not all these people are as familiar 
with the facilities, the character and the 
standing of the Cleveland Trust Company as 
we should like to believe. We think it our 
duty—and a necessity—to tell them, modest- 
ly but firmly and convincingly and con- 
stantly. 
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Third, an institution like ours offers many 
services, and most of our 500,000 customers 
use only one or two of these services. While 
we try to make every one of our employees 
not only an efficient clerk, but something of 
a salesman, it is impossible that all of our 
people with whom our customers come in 
contact are able to tell all of their customers 
effectively about all of our other services. 
We think we owe it to our customers, as 
well as to ourselves, to keep telling them 
about the possible uses of the bank in their 
advantage, so that we may be of the utmost 
possible services to the greatest possible 
number of customers. 


Fostering Pride and Satisfaction 


Fourth, just because a satisfied customer 
is the best advertisement, we believe it is 
to our interest to nourish and increase the 
satisfaction of our customers in every pos- 
sible way. One of these ways is by increas- 
ing their pride in their bank, and one of the 
best ways to increase their pride in the bank 
is to make sure that the name of the insti- 
tution, its character, its ideals and the scope 
of its service, continue to be household words. 
One of the best ways to do that, we think, 
is by advertising. The owner of any General 
Electric product derives increased satisfac- 
tion in his possession when he becomes con- 
vinced, largely by repeated advertising, that 
that name stands for the highest standards, 
and is so recognized by everyone. We hope 
that every one of our customers will be proud 
to say that the Cleveland Trust Company is 
his or her bank, and we aim to increase 
their satisfaction in it by every means in 
our power. Advertising is certainly one of 
the best means. 

Fifth, we aim to hold up standards before 
the public that will make our own employees 
not only proud of their association, but al- 
ways conscious of their obligation to deliver 
the kind of service we offer, and to live up 
to the standards that we set for ourselves, 
in our advertising. This may be called a 
by-product of advertising, but we all know 
of many instances in other lines where the 
by-product has a way of becoming almost 
more important than the main product. Our 
reputation and our growth are very largely 
dependent upon the character and the per- 
formance of our employees. We can preach 
to them a lot without accomplishing as much 
good as the simple knowledge, borne in upon 
them constantly by the pages of the news- 
papers and magazines, the car cards and the 
outdoor bulletins, the booklets in our racks 
and in the mail, that they are here to “de- 
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liver the goods” which we have offered to 
the public. Furthermore, we think our ad- 
vertising has been no small factor in giving 
us the option on the services of a better 
grade of employees than might have applied 
for employment in a less well-known or less 
favorably known institution. 

Sixth and most important, there are in- 
numerable cases to prove the now thoroughly 
established fact of human psychology, that 
repetition of impressions is a most essential 
factor in producing results, and more essen- 
tial in advertising than in any other factor. 
A single advertisement in the most carefully 
selected and potentially best medium is sel- 
dom productive of satisfactory results. Also, 
there are many instances to prove that after 
an impression has been most thoroughly 
made by persistent advertising, the short- 
memoried human is prone to forget all about 
it very soon after you stop repeating the 
impression. In other words, the prime vir- 
tue of advertising, constituting perhaps as 
much as 90 per cent of its value, is con- 
tinuity. 
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EXPERT INVESTMENT SERVICE BY 
TRUST COMPANIES 


In the course of a recent talk on “A New 
Era in Bank and Trust Company Operation,” 
Henry E. Bodman, chairman of the board of 
the Union Guardian Trust Company of De- 
troit, commented upon the development of 
expert investment service by trust companies, 
not only in connection with fiduciary ac- 
counts but meeting new demand from in- 
dividuals and business men. He said: 


“Banks and trust companies in increasing 
numbers are opening departments in which 
is collected information about securities of 
a non-speculative and high-grade type. The 
management of trust estates by such trust 
companies during this troublesome period has 
been an outstanding accomplishment and has 
reflected credit upon those having these es- 
tates in charge. Having divorced themselves 
from all dealings in securities on their own 
account, the service of these institutions can 
be of benefit in solving this investment prob- 
lem. A trust company which properly main- 
tains such a service not only for the benefit 
of estates of persons who have died, but for 
the benefit of widows and orphans and other 
dependents—and last, but not least, for the 
benefit of everyday individuals, including the 
business man who is too fully occupied to 
become his own investor, will be performing 
an important public service. I believe this 
era is coming in the trust company field.” 





OPPORTUNITIES FOR PROFITABLE TRUST BUSINESS IN 
SMALLER COMMUNITIES 


GEORGE H. BRADSHAW 
President of The Guaranty Trust Company of Yakima, Washington 


(Epiror’s Nore: Reciting the experience of his own organization, President Bradshaw 
describes some of the opportunities for developing remunerative trust business in smaller 


cities. 


commands confidence.) 


TRUST company in a small commu- 
nity is called upon to supply invest- 
ments for a growing clientele. This 
is a department that must be developed in a 
very deliberate and careful way. There is 
an opportunity to underwrite a limited num- 
ber of local bond issues and to purchase cer- 
tain local municipal issues. All these require 
careful investigation and an intimate knowl- 
edge of local conditions, and each transac- 
tion should have the same treatment as an 
individual mortgage loan; inspection and ap- 
praisal, approving legal opinion, and any oth- 
er safeguards that may be deemed necessary. 
These bonds are acquired for the purpose of 
making them available to local investors. 
The trust institution is named as trustee at 
an annual fee, and in this way is in intimate 
touch with the issue throughout its existence. 
The underwriting charge and the annual 
trust fee make this business desirable. 
Where clients prefer good first mortgage 
loans they are available, on a plan called 
“Mortgage Trust Agreement.” In a few 
words, this agreement provides that the cli- 
ent purchases, without recourse, a mortgage, 
fully described in the agreement; that the 
mortgage remains in the name of the trust 
company as trustee, and that a spread in the 
interest rate is the trust company’s compen- 
sation for its services in looking after the 
investment. Here again it is considered un- 
wise to force undue expansion of this de- 
partment. It is considered better practice 
to take only such issues as are regarded 
sound and satisfactory and not to attempt 
to encourage an undue demand for securities. 
This department, also, is a fruitful source 
of trust business. 
Qualification Necessary 
In every community, large as well as small, 
there are always some concerns that drift 
into financial difficulties and whose creditors, 


He places emphasis upon equipment and having the type of management which 


for their protection, find it necessary to step 
in and take appropriate action. The local 
trust institution should be qualified to act 
as receiver, trustee in bankruptcy, assignee, 
liquidating agent or. in any other capacity 
that the circumstances call for. It is always 
better to approach all such problems in a 
constructive way. Every institution that 
has built itself into, and is a part of a com- 
munity, has had its place, and generally 
represents some value. It should be borne 
in mind that whatever has taken effort to 
build up should not lightly be destroyed. If, 
therefore, something can be done to reorgan- 
ize it, that something should be done. If, 
however, the structure has been so weakened 
by dishonesty, bad management or other 
causes that it cannot be saved, then liquida- 
tion by a competent and experienced agency 
becomes necesssary, and the trained organi- 
zation of a trust institution should be the 
best medium for that purpose. It is, there- 
fore, necessary to have a trust officer who 
can take charge of such situations and render 
capable service, 

While it is undoubtedly true that the large 
estates, trusteeships, ete., are centered in 
the large cities, it is to me a demonstrated 
fact that a large volume of trust business is 
available to an institution in the smaller 
cities, if a comprehensive organization is 
developed to serve its needs. There is a 
considerable volume of agency business; a 
surprisingly large number of appointments 
under wills either as executor or trustee or 
both; trustee in voluntary or living trusts; 
trustee in life insurance trusts, guardian- 
ships; receiver; assignee; liquidating agents; 
trustee in corporate trusts; safekeeping 
trusts. and other trust capacities. <A trust 
organization must render a complete trust 
service in a small community; perhaps more 


so than in a large city. 
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Question of Fees 

While it is important that reasonable 
charges be made so that clients may not be- 
come dissatisfied, it is just as important to 
formulate a scale of charges commensurate 
with the high degree of responsibility as- 
sumed in rendering trust service. Our expe- 
rience has been that clients do not object to 
adequate remuneration where satisfactory 
service is rendered. It is always desirable 
to put as much business as possible on a 
monthly or annual fee basis so that the in- 
stitution may have a steady and continuous 
income. Clients, too, seem to prefer this way 
of paying for services rather than in large 
lump sum amounts. Clients appreciate state- 
ments of their accounts at such intervals as 
the nature of the service calls for, and a 
study should therefore be made in each case 
as to whether statements should go out 
monthly, quarterly, semi-annually or annu- 
ally. A trust institution should impress on 
all its officers and employees that in all its 
services it is acting for others, and realize 
that its clients are always interested in being 
fully advised and informed as to what is tak- 
ing place in connection with their affairs. 

A trust company in a small community, 
perhaps more so than in larger centers, be- 
comes a very important institution. It 
should be known as the careful and conserva- 
tive custodian of trust funds; a place where 
people may go for sound advice and guid- 
ance; a place where people who have estates 
may arrange to leave them in full confidence ; 
a place where the proceeds of life insurance 
policies may be made payable for the benefit 
of loved ones; in short—a place to trust. 


ooo 


PUBLIC CONFIDENCE IN GUARANTEED 
MORTGAGES 


The comparative stability of guaranteed 
real estate first mortgages in the face of the 
demoralization of the security market was 
pointed out as an indication of the public 
confidence in this form of investment by 
Hubert F. Breitwieser, vice-president of the 
New York Title & Mortgage Company, who 
recently delivered an addressed on guaran- 
teed mortgages before the annual convention 
of the National Association of Real Estate 
Boards. 

The skill of modern mortgage guarantee 
companies in setting up a diversity of care- 
fully selected loans, guaranteed to its clients 
gives an added measure of security, Mr. 
Breitwieser told the convention. The busi- 
ness is essentially insurance and one of the 
reasons why the old time mortgage guaran- 
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tee companies have been successful, rests on 
the same base. As in all insurance fields, 
since risks assumed are not only carefully 
selected but diversified, the result is that 
the net loss to the guarantor is low. As a 
matter of fact losses from foreclosures are 
comparatively small and profits from the 
resale of foreclosed properties have in the 
past generally offset the losses. 

A mortgage, no matter who holds it, is 
essentially a long term investment and should 
be so understood. Mortgages are not specu- 
lative and contemplate the return of the 
principal and a steady return rather than 
appreciation in value. The fact that mort- 
gages are sometimes made for three years 
does not mean that- the investor wishes to 
have his money at that time. He intends to 
renew from time to time checking up at 
intervals by reappraisal and inspection to 
determine the condition of the security. Mr. 
sreitwieser believes that the present stability 
of values of guaranteed mortgage invest- 
ments results from the fact that there has 
never been contemplated such general liqui- 
dation as has taken place in other securities. 

Mortgage companies are not anxious to 
foreclose, according to Mr. Breitwieser. It 
is easy to throw a property into foreclosure 
but experienced cooperation and patience oft- 
en enable a company to tide over the tempo- 
rary embarrassments of owners of properties. 
Foreclosure costs are too high and add to the 
load on the property. There should be a re- 
vision of the laws affecting foreclosures. 


FIRST NATIONAL BANK OF DETROIT 
First Wayne National Bank of Detroit, the 
largest bank between New York and Chicago, 
will change its name to First National Bank, 


Detroit. Wilson W. Mills, chairman of the 
board, gave three reasons for the change. 
“First,” he said, “the new name is more 
simple and easier to remember. Second, the 
new name emphasizes the fact that we are a 
Detroit bank. Third, the original First Na- 
tional Bank, founded in 1863, is the oldest 
constituent bank in a large number of banks 
combined in our present organization. 

First Wayne National Bank of Detroit 
started operation the first of this year as a 
consolidation of First National Bank and 
Peoples Wayne County Bank. At the start, 
the name “First Wayne” was used in order 
that the tile of the consolidated bank might 
reflect the names of the combining banks to 
customers of each. At the present time the 
bank has total resources of more than half 
a billion dollars and depositors more than 
700,000 accounts. 
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WHEN TRUST COMPANIES AND LAWYERS WORK 
TOGETHER 


OPPORTUNITIES FOR MUTUAL CONTACT 


G. H. CULVER 
Assistant Estates Trust Officer, The Union Trust Company, Cleveland 


(Epiror’s Nore: In Cleveland the leading trust companies and the members of the 
legal profession work amicably and to mutual advantage under a decree of court defining 


their respective functions. 


Mr. Culver directs attention to this arrangement in his discussion 


before the trust development division of the Financial Advertisers Association at the recent 
Chicago convention.) 


T is difficult and I think impossible to dis- 

cuss the subject of expediting the draft- 

ing of instruments by lawyers for pro- 
spective trust customers without serious con- 
sideration of ethics and the question of “‘co- 
operation with the Bar.’ Any method em- 
ployed should be given thorough considera- 
tion from the viewpoint of ethics. A friendly 
feeling toward trust companies by members 
of the Bar can only be brought about by a 
true conviction on the part of the attorneys, 
individually and collectively, of the well 
recognized truth that the modern trust com- 
pany of today is better able to serve as execu- 
tor and trustee than is any individual, and 
also by a true observance on the part of trust 
companies of the letter and spirit of the 
laws, decrees or agreements which say that 
trust companies may not practice law. 

Members of the Bar with the greatest in- 
fluence over those who have estates which 
would be desirable as trust accounts with the 
corporate executor or trustee are usually 
trust minded and are willing to cooperate 
with the trust companies because they be- 
lieve that their clients’ interests will be best 
protected ithrough the service of the modern 
trust company. Trust companies cannot hope 
to enjoy the cooperation of the Bar to the 
end of expediting the drafting of instruments 
if they resort to any methods which leave 
an impression that they are encroaching upon 
the attorneys’ field or influencing business to 
any particular attorney or group of attor- 
neys. 


Practice Fixed by Court Decree 
In Cleveland there is a court decree, set- 
tling the differences between members of the 
Bar and several of the larger trust com- 
panies, to the effect among other things 


that trust companies may not submit to 
patrons or prospective patrons specimen or 
drafts of wills, codicils or trust agreements 
(excluding revocable agreements creating 
trusts for the sole benefit of the maker) 
which name the trust company as executor 
or trustee without in each ease requiring 
such document prior to its execution and ac- 
ceptance by the trust company to be sub- 
mitted to an individual attorney-at-law as 
representative of the party interested other 
than the trust company. 

In short, when a person interested in cre- 
ating a trust comes in to see us we cannot 
and do not draw the will or trust agreement 
unless requested to do so by the attorney. 
Instead we explain the situation and suggest 
that his attorney’s attention be invited to 
the matter. I think our situation in Cleve- 
land is typical of conditions in other cities 
whether there is any specific agreement or 
decree in force or not. 

In order to play fair with the legal pro- 
fession banks may have to make a standard 
practice of referring the making of wills to 
attorneys. It follows obviously, therefore, 
that the great necessity lies in educating the 
attorneys to a realization of the advantages 
of trust company administration. Any sort 
of advertising which we can do by direct 
mail, by newspapers, by word of mouth, 
which will convince the Bar, the insurance 
companies, and the public of the fact that 
the modern trust company is equipped bet- 
ter than any other institution to properly 
conserve estates, will eventually be reflected 
in further whole-hearted cooperation on the 
part of attorneys who have occasion to draw 
wills for people interested in naming a trust 
company as executor or trustee. When an 
attorney is called upon to draw a will, under 
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such circumstances, he is sympathetic to the 
idea of a bank as executor or trustee. The 
attorney may work closely with the bank, 
requesting the trust company to submit to 
him a draft or specimen which contains, in 
addition to the distribution plan, the provi- 
sions which the executor (and/or trustee) 
knows will provide the greatest economy and 
the most efficient operation. If the attorney 
is sold on trust company management he will 
work hand in hand with the bank to obtain 
the best results for his client. 

As things stand today many attorneys and 
many prospects for trust business, likewise, 
are not sufficiently well informed regarding 
the advantages of operating methods which 
are used by ‘the modern trust company. 


How Trust Companies and Lawyers Work 
Together 

When ‘the owner of a large estate goes di- 
rectly to an attorney, asking the attorney to 
handle the will or trust agreement, without 
the bank having any knowledge of ‘the inci- 
dent at all, it is naturally very difficult for 
the trust company to take any hand in the 
matter. In fact, the bank may have no 
knowledge of the incident until after it is 
too late. An attorney who is thoroughly sold 
upon the advantages of trust company man- 


agement would. in such cases. suggest this 
idea to his client, and might be glad to have 
the opportunity of working out a detailed 
plan with the bank, thereby getting the full 
benefit of the bank’s varied experience in 
such matters. 

When trust prospects have been fully in- 
formed as to how their estates will be bene- 
fited by the naming of a modern trust com- 
pany as executor or trustee and members of 
the Bar convinced that the long and varied 
experience of trust companies provide valu- 
able assistance when an estate program 
being considered, the trust company will be 
invited and welcomed to the initial confer- 
ence and the lawyer as a specialist in what 
is required by law, together with the trust 
company counseling regarding practical oper- 
ating questions, will work out the proper 
complete instrument in the best interests of 
the prospect. 

In all cases where attorneys cooperate with 
trust companies in the matter of executor- 
ships or trusteeships the trust companies’ file 
should disclose the name of the attorney at 
the time the will is produced after death in 
order that the attorney may be called upon 
for his services if legal services are re- 
quired. 
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Sperling, 


VIRILE sense of new responsibilities 
and opportunities for greater public 
animated the sessions and 
discussions at the seventeenih annual con- 
vention of the Financial Advertisers Associa- 
tion held in Chicago, September 12th to 15th. 
It was not an oceasion for post-mortems, ex- 
cept and insofar as the diagnosis laid bare 
the nature of problems and the restoratives 
to be applied. Nor was there any waste of 
time in glittering generalities and theorizing. 
Coming from all sections of the country the 
men charged with the tasks of composing and 
earrying out the advertising and new busi- 
ness programs of banks, trust companies and 
investment houses, revealed a_ spirit un- 
daunted by the trying experiences of the 
past few years. To help in reconstruction, in 
fostering public faith and understanding 
toward banks and trust companies upon more 
enduring ground and set in motion the in- 
vigorating forces of recovery and restored 
confidence—such was the keynote of this 
gathering. 

It is significant that trust development 
problems and opportunities for new _ busi- 
ness occupied the most important place in 
departmental clinics. This may be readily 
explained. The past year has furnished lit- 
tle incentive for advertising or solicitation of 
new banking business. It was more of a 
iob of resisting deposit withdrawals, adjust- 
ing loan accounts and stemming the waves 
of public hysteria in many communities. In- 


service 


vestment business has been marking time in 
the hope of a brighter day. On the other 
hand the trust department has offered greater 
latitude than ever in prosperous times for 
active solicitation. Millions of men and 
women, chastened by bitter experience, have 
become susceptible as never before to the 
inherent appeal of trust service and protec- 
tion. 


Summary of Trust Development 
Sessions 

Space limitations preclude even a summary 
of all the many-sided address and discussions 
at the general sessions of the convention and 
the departments relating to commercial bank- 
ing, savings, investments and trust depart- 
ment development. At the trust sessions there 
were most valuable contributions from na- 
tionally known experts including such names 
as Samuel Witting, W. A. Stark, Tracy Her- 
rick, Paul P. Pullen, Charlton Alexander, 
Victor Cullin, Harve Page, Leopold Cham- 
bliss, Ernest L. Anderson, J. Mills Easton, 
Thomas J. Kiphart, Samuel Marsh, Raymond 
J. Darby, C. Delano Ames, A. Key Foster, 
Harry L. Haines, John H. Hamel and others. 
Salient portions of their addresses are pre- 
sented herewith. 


The New Business Man’s Internal 
Problems 

The first session of the Trust Development 
Division was presided over by W. A. Stark, 
vice-president and trust officer of the Fifth- 
Third Union Trust Company of Cincinnati, 
who opened the discussion of the topic “The 
Heart and Soul of the New Business Man’s 
Internal Problems.” He said in part: 

“The average trust officer has frequently 
been the victim of high pressure salesmen. 
He knows that most trust business must stay 
sold for a long time before it becomes a 
source of profit. He realizes that most of the 
business obtained by the New Business Man 
can be wiped out with the stroke of a pen 
and that, in case of wills, this may happen 
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without the trust company or any of its offi- 
cials hearing about the change. He therefore 
feels that selling trust service is different 
from selling merchandise and that a large 
portion of the sales made by the new busi- 
ness man will prove to be worthless. This 
may be true, but it will not be true if the 
trust department and the new business de- 
partment cooperate as they should. The 
sales problem in the trust business is the 
same as it is in any other line of business. 
You must keep the customer sold, first, by 
selling him fairly at the start, and, second, 
by maintaining the quality of your wares. 
The new business man will sell fairly if he 
thoroughly understands the need for so do- 
ing. The maintenance of quality is up to the 
head of the trust department.” 

Samuel Witting, second vice-president of 
the Continental Illinois Bank & Trust Com- 


pany of Chicago, in his address, described as 
the heart and soul of the new business men’s 
internal problem the wisdom of securing the 
wholesouled and hearty cooperation of the 
executive and administrative officers of the 
In part he said: 


trust department. 

“In trust sales work the trust new busi- 
ness man should never take in any trust 
account without informing the administrative 
officer about all the factors entering into the 
ease, and first obtaining his approval. When 


C. H. McMAHON 


of the First National Bank of Detroit, who completed his 
term as President of the F. A. A, 
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the piece of business is taken in under such 
conditions it becomes the trust department’s 
piece of business and the entire personnel is 
responsible for it, because it is their child; 
they have approved it and adopted it. 

“Only in this way can the trust new busi- 
ness man hope to penetrate to the heart and 
soul of his internal problem and stand shoul- 
der to shoulder with the trust administrative 
officer in regard to all new business taken in. 
He must understand the trust administrative 
officer’s attitude and policies and interpret 
them accurately to the clients of the bank 
whom he contacts, so that no embarrassing 
situation can arise later which the adminis- 
trative officer will have to face because the 
customer claims he did not understand things 
that way.” 


Training the Trust Representatives 

Valuable discussion based upon actual ex- 
perience was next centered on the training 
of trust representatives, led by Tracy E. Her- 
rick, assistant vice-president of the Cleveland 
Trust Company and Paul P. Pullen, manager 
of the advertising department of the Chicago 
Title & Trust Company. Mr. Pullen described 
the method of training new trust representa- 
tives observed by the Chicago Title & Trust 
Company and said in part: 


“In our institution we hold regular meet- 


ALLARD SMITH 


Executive Vice-president, Union Trust Co. of Cleveland, 
who spoke on ‘‘Public Psychology” 
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ings of the trust representatives every Satur- 
day morning and find them very valuable not 
only in instructional value, but in the devel- 
opment of esprit de corps. We consider them 
so vital that nothing whatever is allowed to 
interfere with them. The first order of busi- 
ness is the reading of new trusts and wills 
received. These are commented on in detail, 
and each trust representative tells his experi- 
ence with the cases which he handled. 

“A review of important current cases in- 
volving points of trust and probate law is 
prepared at intervals by our law department 
and circulated among the administrative offi- 
cers and new business men, and these cases 
are read and discussed at the weekly meet- 
ing. Our tax counsel prepares memo- 
randa on recent state and federal tax legis- 
lation, which are read and discussed and 
their application to new trust business com- 
mented upon. <Also the current sheets of 
Prentice-Hall and Commerce Clearing House 
trust services are passed around for reading 
during the ensuing week, and reading assign- 
ments are made from TRUST COMPANIES 
Magazine, Burrough’s Clearing House, life 
insurance journals, and the American Bank- 
ers’ Association Journal. These meetings oc- 
cupy the better part of Saturday mornings. 
Our men do not go out after business on 
that day.” 


also 


Directing Activities of the Trust 
Representative 

Page, 
the Northern Trust Company of Chicago and 


Harve H. second vice-president of 
Victor Cullen, trust representative of the 
Mississippi Valley Trust Company of St. 
Louis, led the discussion on “Controlling and 
Directing the Activities of the Trust Repre- 
sentative.” Mr. Page described a prospect 
record for trust representatives which has 
been successfully employed by his institution, 
summarizing his address as follows: 

“My greatest appreciation of the system is 
that it has permitted me to obtain a compre- 
hensive and detailed view of what each trust 
representative is doing, to see instantly if one 
man has more contacts than he can effective- 
ly follow or to tell whether another has too 
few. In addition, a little study will bring 
out whether a particular trust representative 
is following up his prospects at sufficiently 
frequent intervals, too frequently, or is let- 
ting his solicitations drag. It is possible to 
keep a man’s list of prospects weeded out, 
eliminating all doubtful names and reassign- 
ing those upon which the new business man 
has gone stale. Instead of floundering around 
in the dark, it gives one the feeling of hold- 
ing much of the essential information on the 
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work of a new business man in the palm of 
one’s hand with the ability to turn it this 
way and that to appreciate its various facts.” 


Enlisting Officers and Directors 

Some valuable pointers were developed in 
the discussion on “Enlisting the Energies of 
Officers of Other Departments and Directors 
in Securing New Trust Business” which was 
led by Leopold A. Chambliss, assistant vice- 
president of the Fidelity Union Trust Com- 
pany of Newark, N. J., and Ernest L. Ander- 
son, assistant trust officer of the Rhode 
Island Hospital Trust Company of Provi- 
dence. Substance of Mr. Chambliss’s paper 
appears elsewhere in this issue of TrRusT 
CoMPANIES. Mr. Anderson described actual 
results obtained in his institution by assign- 
ing some one representative to certain officers 
and directors and from sales demonstrations. 
Summing up he said: 


“Let it be known in your organization that 
the new business department is really only 
helping everyone else in the bank to help 
themselves. Sell the benefits and advantages 
of trust services to individuals in the bank, 
assigning certain officers and directors to par- 
ticular representatives. This will build up 
the prestige of the representative with his 
group and break down any feeling that the 
prospect might be offended at what may be 
said to him. Ask officers and directors for 
criticism of approach and procedure. They 
will be made to feel a part of new business 
endeavor. Through the use of sales demon- 
strations, educate groups in your bank to the 
benefits of trust services. 

“Don’t expect too much from your officers. 
If they arrange for introductions, they have 
really done their part. Remember that they 
have other work to do. Develop some plan 
of recognition of good business secured 
through the help of your co-workers. Fur- 
nish suggestions of easy approaches for offi- 
cers to use in making appointments. Let it 
be known that in the experience of the lead- 
ing trust companies, the highest type of pros- 
pects result from officer leads.” 


Evaluation of Trust New Business 


The ensuing topics of discussion related to 
direct mail in trust work and cost as well 
as evaluation of new trust business. Direct 
mail was the subject of instructive papers by 
J. Mills Easton, advertising manager of the 
Northern Trust Company of Chicago and 
Thomas J. Kiphart, manager of publicity de- 
partment of the Fifth-Third Union Trust 
Company of Cincinnati. 

Perhaps the most important subject of the 
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trust development sessions was the discus- 
sion following the presentation of a report 
by a committee of trust new business men 
representing leading trust companies of Chi- 
cago which has been studying the subject 
since last fall. The salient portions of this 
report appear elsewhere in this issue of 
Trust CoMPANIES and offers for the first 
time a suggested uniform plan to register 
costs and evaluating the future cost of new 
trust business on a scientific basis. Discus- 
sion on the report was led by Samuel Marsh, 
manager new business department of the 
First Union Trust & Savings Bank of Chi- 
cago. 

The annual dinner meeting of the Trust 
Development Division was held following the 
first session of that departmental at which 
W. A. Stark, vice-president and trust officer 
of the Fifth Third Union Trust Company of 
Cincinnati, presided. The annual dinner of 
the New Business Development Division was 
also held following the first day’s sessions at 
which E. V. Newton, assistant secretary of 
the Cleveland Trust Company, presided. The 
speaker was George O. Everett, assistant 
vice-president of the First Citizens Bank & 
Trust Company of Utica, N. Y., whose topic 
was “The New Business Man—Yesterday, 
Today, and Tomorrow.” 


C. DELANO AMES 


Advertising Manager of Maryland Trust Company of 
Baltimore 
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Public Psychology and Banking 

The second day of the convention brought 
many excellent papers. H. A. Lyon of the 
Bankers Trust Company of New York pre- 
sided over the general convention 
Roy H. Booth, Jr. of the National Shawmut 
Bank of Boston, presented a “General Bank 
Development Plan” with discussion led by 
J. Blake Lowe, second vice-president of the 
Equitable Trust Company of Baltimore. One 
of the outstanding addresses of the conven- 
tion was presented at this namely 
that on “Public Psychology” by Allard Smith, 
executive vice-president of the Union Trust 
Company of Cleveland, who summed up as 
follows: 

“Let us so conduct our banks henceforth 
that a customer will, by his own observa- 
tion and contact, find there a businesslike 
institution, engaged in the function of bank- 
ing, devoid of frills, extravagances, and free 
services. In his business and in his personal 
affairs, our customer is back to work. Let 
us have our bank back there, too. We are 
then on common ground, and can better un- 
derstand each other’s problems and desires. 
Very soon, then, the great public—customers 
and prospective customers—will begin to 


session. 


session, 


think bankers are just plain folks like them- 
selves. The superhuman will have left. Bank- 


THOMAS J. KIPHART 


Publicity Manager, Fifth Third Union Trust Company of 
Cincinnati 
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ing will be down to bed rock, confidence will 
be reassured, and a sympathetic and cordial 
relationship will be established. Then, sure- 
ly, much of the bad psychology will disap- 
pear.” 


The Permanent Sales Department 


The discussion which followed Mr. Smith’s 
address was led by Fred W. Ellsworth, vice- 
president of the Hibernia Bank & Trust 
Company of New Orleans and brought out 
much instructive information. 

The ensuing topic at the general conven- 
tion was “The Permanent Sales Department” 
which afforded opportunity for exchange of 
practical experience and description of vari- 
ous set-ups. Discussing the methods of his 
organization Thomas J. Kiphart, manager of 
the publicity department of the Fifth Third 
Union Trust Company of Cincinnati, said in 
part: 

“Sales promotion work, by your employees, 
embodies four essentials; ‘a knowledge of the 
service of the bank; a knowledge of the basic 
principles of salesmanship; an understand- 
ing of the customer or prospective customer ; 
and, a special capacity for interpreting the 
service in terms of the customer’s or pro- 
spective customer’s interests and needs. Suc- 


cess in such a promotional effort involves a 


continuous salesmindedness upon the part of 
officers and employees to be obtained only by 
training and inspiration of the personnel. 


I. I, SPERLING 


\ssistant Vice-president, The Cleveland Trust Compan 
vho was elected Second Vice-president of the F. A. A 
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“Whether you are selling merchandise or 
banking service the solution of your sales 
problem is divided into six parts: (1) Prep- 
aration (2) Approach (3) Getting Attention 
(4) Arousing Interest (5) Creating Desire 
(6) Getting Favorable Action. Each has its 
own place in every sale although there are 
certain principles applicable to all... .Train- 
ing your employees in salesmanship will de- 
velop their resourcefulness, or the ability to 
solve quickly new and unexpected problems ; 
and finally they learn the most important les- 
son of all—that successful persuasion is 
based on a sympathetic understanding of the 
other man’s viewpoint and problems.” 


Set-up of Permanent Sales 
Department 


An effective plan of organizing and operat- 
ing a permanent sales department for the 
development of banking and trust business, 
was described by Harry L. Haines, manager 
of the permanent sales department which has 
been successfully operated by the National 
Newark & Essex tanking Company of 
Newark, N. J. In describing the setup of 
this department Mr. Haines said in part: 

“An officer was named as chairman of the 
executive committee and the job of keeping 
the machinery moving and the production 
steady was turned over to me. I rearranged 
groups and sales managers, selecting 


sales 


Guy W. CooKE 


Assistant Cashier, First Union Trust and Savings Bank 
of Chicago 
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men who from their past record and my own 
personal experience with them were best fit- 
ted in my opinion to act as leaders. Monthly 
quota marks of business to shoot at were set 
up, and a report sheet listing the new cus- 
tomer’s name, the type of business, and the 
salesman who produced the account was is- 
sued weekly. Each salesman was supplied 
with prospect cards which were turned in to 
my department, after the call had been made, 
bearing the prospective customer’s name and 
the type of business discussed. A check-up 
of our files on daily business thus enables us 
to distinguish between business sold by a 
department member and the regular flow of 
what we term, “walk-in” business. 

“Membership in the department is stressed 
as an honor, and I am proud to say that 
nearly a hundred or half our entire organi- 
zation, are doing a fine job of selling in their 
spare time. The best proof of this is the fact 
that for more than one year we have main- 
tained a monthly average of 150 new ac- 
counts at a valuation of nearly $200,000. In- 
cluded among these sales, which cover every 
service we have to offer, are fifty fine trust 
accounts produced by members of our de- 
partment. It might also be interesting to 
note that a recent analysis of depositing ac- 
counts produced proved them to be better 
than SO per cent permanent.” 


GEORGE O. EVERETT 


Assistant Vice-president, First Citizens Bank and Trust 
Co., Utica, N. Y. 


Securing the Business of Wealthy 
Women 

The second day’s session of the Trust De- 
velopment Division was presided over by 
D. W. Laing, assistant trust officer of the 
First Wisconsin Trust Company of Milwau- 
kee. The first topic was on “Added Advan- 
tages of the Co-mingled Trust Fund” which 
was led by Rodman Ward of the Equitable 
Trust Company of Wilmington, Del., the sub- 
stance of whose remarks appear elsewhere 
in this issue of TrRusT COMPANIES. 

A paper which commanded special inter- 
est was that by A. Key Foster, assistant 
trust. officer of the Birmingham Trust & Sav- 
ings Bank of Birmingham, Ala., on “Best 
Methods in Securing the Business of Wealthy 
Women.” Harold J. Clark, personal trust 
officer of the Central Republic Bank & Trust 
Company of Chicago also contributed to this 
subject. Mr. Foster said in part: 

“Selling the trust idea to women is, and 
will be, one of the outstanding problems of 
new business development in the next decade. 
Statistics show us that there are more 
women than men who pay income taxes on 
incomes of over $500,000 a year. We also 
find from the records that women are bene- 
ficiaries of SO per cent of the one hundred 
billion dollars of life insurance which is now 
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in effect. You can therefore readily see that 
an increasing percentage of the trust pros- 
pects will come from women who have prop- 
erty in their own names. 

“T find that the general rule to ap- 
ply in selling trusts to wealthy women is to 
proceed upon the assumption that practically 
all women are bargain hunters at heart. In 
view of this common trait, I think it de- 
cidedly good form for the trust new _ busi- 
ness man to discuss at length with the widow 
the valuable that she may expect 
to receive from the trust company in the 
management of her property. Point out to 
her the number of employes who will han- 
dle her trust affairs and also go into detail 
in describing the machinery of operation of 
the trust department. When a woman client 
is sold on trusts and properly sold, I am con- 
vinced that in nearly every instance she be- 
comes one of the strongest advocates of trust 
service that can be found.” 


best 


services 


Developing Living Trust Business 

Fostering living trust business which now 
looms up large in trust solicitation work and 
service, received special attention. The dis- 
was led by William O. Heath, as- 
sistant secretary of the Harris Trust & Sav- 
ings Bank of Chicago. He was followed by 
Edward W. Nippert of the Fifth Third Union 
Trust Company of Cincinnati, who said in 
part: 


cussion 


In presenting a paper at the trust devel- 
opment sessions on the promotion of living 
trust business, Edward W. Nippert, trust rep- 
resentative of the Fifth Third Union Trust 
Company of Cincinnati, embodied opinions 
and experience obtained from twenty-five 
men interested in this type of trust work. 
“The strongest appeal to wealthy people,” 
said Mr. Nippert, “for the creation of a liv- 
ing trust lies in the fact that therein may 
be found the means of conserving and han- 
dling their estate better, cheaper and more 
satisfactorily than they can accomplish for 
themselves or in any other way have it ac- 
complished for them. This thought sum- 
marized the principal advantages of a liv- 
ing trust, for to pick out any one appeal and 
call it the strongest is to overlook the diver- 
gence in temperament and personality, age 
ind sex, and family situations of different 
persons which will have a large bearing on 
the receptivity of any particular appeal.” 


Successful Cooperation on Insurance 
Trust Business 

In view of varying experience of trust com- 

vanies in securing the cooperation of life in- 
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surance underwriters in the creation of life 
insurance trusts, it was of special interest to 
learn of suecessful work along this line de- 
scribed by Robert E. MacDougall, assistant 
trust officer of the Provident Trust Company 
of Philadelphia, whose paper appears else- 
where in this issue of TRUST COMPANIES. He 
was followed by John H. Hamel, assistant 
secretary of the First Union Trust Company 
of Chicago, who said in part: 

“In a recent year, and by no means one of 
the best for insurance men, we secured al- 
most 50 per cent of our insurance trusts 
through underwriter cooperation. In a com- 
plete program for securing new insurance 
trusts it would seem to me that due atten- 
tion should be given to such features as so- 
licitation of prospects direct; cultivation of 
life underwriters; booklet and newspaper ad- 
vertising to appeal both to prospects and 
underwriters.” 

A feature of the second day’s convention 
was the “Prize Contest Luncheon,” presided 
over by W. H. Neal, manager of public re- 
lations department of the Wachovia Bank & 
Trust Company of Winston-Salem, N. C. Fol- 
lowing the noon luncheon there was another 
general convention session presided over by 
M. E. Holderness, vice-president of the First 
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National Bank of St. Louis. Thomas J. Kip- 
hart of Cincinnati led the discussion on “The 
New Buying Power of the Advertising Dol- 
lar’ relating to price trends in space, print- 
ing, engraving, art work, cost of media, ete. 
This was followed by a report from the asso- 
ciate membership research committee and an 
address by H. A. Lyon of the Bankers Trust 
Company of New York on “Why Advertise at 
All?” 

The last session of the Trust Development 
Division began with a round table discussion 
on “Defensive Selling” led by Charlton Alex- 
ander, vice-president of the Mississippi Val- 
ley Trust Company of St. Louis. Some valu- 
able suggestions were put forth in the discus- 
sion on ‘“The Best Trust Approach for Today.” 
One of the participants was Raymond J. 
Darby, trust officer of the State Bank & Trust 
Company of Evanston, I11. 


Concentrating Advertising on Profit- 
able Services 


In his paper on “Concentrating Advertis- 
ing on Profitable Services,” C. Delano Ames, 
advertising manager of the Maryland Trust 
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Company of Baltimore, stated that the first 
thing is to determine just what is meant by 
profitable services and what is implied by 
profitable. “The real emphasis of our adver- 
tising,”’ he stated, “should be not on the 
services, but on the institution itself. The 
services which are profitable in themselves 
we will naturally mention in our advertising 
more frequently. But the real profit upon 
which to concentrate is the institution, its 
standing, its place in the business commu- 
nity. I think it was Don Knowlton who once 
said that the longer he worked at it the 
more he was convinced that the only persons 
who read his nice clever copy were other 
bank advertising men. 

“We can write copy from now until dooms- 
day about the various services of our bank 
and we won’t wheedle a single customer into 
the door. But if we write ably about our 
bank itself, in such a way as to cause men 
to say to themselves, ‘That’s the kind of a 
bank I like,’ then we begin to get results. 
People don’t change their banking connec- 
tions by reading advertisements. When cir- 
cumstances over which we have no control 
cause them to change, then they will go to 
the bank whose advertising has, consciously 
or unconsciously, given them the right impres- 
sion. This is our big job, and it is the direc- 
tion in which our work can 
possible profit to our respective institutions 
even thought we may never be able actually 
to trace a single dollar of the benefit.” 


be of greatest 


Financial Advertising During Recon- 
struction 

James L. Walsh, executive vice-president 
of the Guardian Detroit Union Group, Inc., 
gave a stirring address on the job that lies 
ahead for bankers and especially the impor- 
tant role of financial advertising during this 
period of reconstruction. He pointed out 
that one of the major responsibilities of those 
conducting financial and bank advertising is 
to back up public discussions by expounding 
through available channels the principles of 
sound economics. 

“If we as financial advertisers,” said Mr. 
Walsh, “our thought to devising merely ways 
and means of getting new banking business, 
getting new trust of adding new 
savings accounts, of vaguely increasing this 
intangible thing called ‘good will,’ it strikes 
me that we are falling far short of our mark. 
Let us face facts. A manufacturer may make 
a mistake with one model and retrieve his 
position the next year. But there is only one 
model for a bank and that is a permanent 
tne—the model of sound fundamentals, ad 
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herence to the finest traditions of sound 
banking, fair dealing with its customers at 
all times, constructive service to its com- 
munity over the years. That is the main 
thing. We are entitled to leadership—but we 
wil never win that leadership simply by 
claiming it. The best written advertisement 
in the world cannot make a leader. Claims 
must be justified, leadership must be won, 
must be deserved. We have the foundations, 
we have cleared away most of the debris of 
the alleged new economic era. The banking 
structure of the country as it exists today is 
inoculated against hard times. We have 
changed from fatalism to a fortitude con- 
taining little illusion. The system is inured 
to shock and by this time has enough poise 
to meet any condition. But let us never for- 
get that mutual confidence is a prerequisite 
to future success.” 


oo 


H. A. LYON THE NEW PRESIDENT OF 
THE F. A. A. 

Election of H. A. Lyon, advertising man- 
ager of the Bankers Trust Company of New 
York, to the presidency of the Financial Ad- 
vertisers Association at the recent annual 
convention in Chicago, comes as a deserved 
tribute to one of the leading authorities on 
financial and bank advertising of the country. 
He has always held high the torch of financial 
publicity. His philosophy of bank advertising 
is one giving accent to sincerity and of trans- 
lating experience into terms of service, 

There is no member of the American finan- 
cial advertising fraternity who is more popu- 
lar among his co-workers in this field. In 
all kinds of weather and under all circum- 
stances “Doc” Lyon may counted upon 
for cheerfulness and poise. Perhaps his best- 
liked trait is his modesty and quick, sym- 
pathetic understanding of “the other fellow’s” 
viewpoint. He was born in Brockton, Mass., 


be 





August 5, 1893 and after attending public 
graduated from Amherst in 1915. 
His first entry into business life was as as- 
sistant secretary of the Boston Chamber of 
Commerce in 1916. The following year he be- 
came associated with the First National 
Bank of Boston as manager of the foreign 
service department, subsequently having 
charge of the advertising and new business 
department and was elected assistant cashier 
in 1926. In 1929 Mr. Lyon accepted a call 
from the Bankers Trust Company of New 
York where he has conducted the advertising 
department in an efficient manner. 


schools, 


DIRECTORS OF THE FINANCIAL 
ADVERTISERS ASSOCIATION 

The following were elected directors of the 
Financial Advertisers Association at the re- 
cent annual convention in Chicago: C. Dela- 
Amos, Maryland Trust Company, Balti- 
Md.; Beatrice E. Kempff, Fidelity 
Philadelphia Trust Company, Philadelphia, 
Pa.; Frank G. Burrows, Irving Trust Com- 
pany, New York, N, Y.: Don Knowlton, Union 
Trust Company, Cleveland, O.; Leopold A. 
Chambliss, Fidelity Union Trust Company, 
Newark, N. J.; Jacob Kushner, United States 
Trust Company, Paterson, N. J.;: J. Blake 
Lowe, Equitable Trust Company, Baltimore, 
Md.: Ralph Eastman, State Street Trust 
Company, Boston, Mass.; Chas. H. McMahon, 
retiring president, Detroit, Mich.; J. Mills 
Easton, Northern Trust Company, Chicago, 
Ill.; Peter Michelson, Bank of America, San 
Francisco, Cal.; Stephen H. Fifield, Barnett 
National Bank, Jacksonville, Fla.; Henry L. 
Parker, Detroit Savings Bank, Detroit, 
Mich.; A. Key Foster, Birmingham Trust 
Company & Savings Bank, Birmingham, Ala.; 
G. L. Spry, Canada Trust Company, London, 
Ontario, Can.; Robert Sparks, Bowery Sav- 
ings Bank, New York, N. Y. 
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OPPORTUNE TIME FOR CONSTRUCTIVE FINANCIAL 
AND BANK ADVERTISING 


EDWIN BIRD WILSON 
President of Edwin Bird Wilson, Inc. 


The whole subject of financial advertising 
must be approached with the thought in 
mind that there has been a new deal in the 
eards of wealth. Many multi-millionaires of 
1928 are no longer millionaires, while many 
men of moderate fortunes have taken good 
care of themselves and are in good condi- 
tion to build a fortune. Some of the men of 
former great wealth, who now are broke, will 
rehabilitate themselves, but the smaller men 
have a better relative position and may be 
expected to forge ahead in the near future. 
Probably within a decade there will be a new 
crop of millionaires. 

With this new deal in mind, the investment 
bankers should advertise to rehabilitate the 
securities market by restoring confidence in 
the investment business as a whole and in 
houses individually. Where good name and 
prestige have been damaged, every effort 
should be made to repair the damage. Where 
good, small houses are relatively unknown, 
there is opportunity to build, on solid founda- 
tions, a good name and public confidence. 

Investment advertising of the near future 
should be better advertising because the pub- 
lic will demand better securities. For a time, 
at least, there will be more selling through 
small organizations, many of the large houses 
having contracted their sales and sales or- 
ganizations: 

Recent experiences of financial advertising 
men make them hopeful that the Exchange 
will liberalize its attitude toward members 
with respect to their advertising, giving them 


a better chance to compete advertisingly with 
non-member houses of the highest type. After 
all, there is nothing immoral, or even un- 
moral, in the use of attractive borders, mod- 
ern types, conservative illustrations and in- 
teresting, truthful copy in advertising space. 

Savings banks and the savings departments 
of other banks now hold deposits estimated 
at $28,000,000,000, belonging to over 50,000,000 
depositors. If an average of 10 per cent of 
these deposits were withdrawn for purchas- 
ing consumer goods and for investment in the 
highest grade securities, a great impetus 
would be given to business. The typical sav- 
ings depositor has proven himself to be a 
good manager of his own personal affairs. He 
has paid his bills, balanced his budget and 
has money in the bank—an average of more 
than $500 apiece for the 50,000,000. The sav- 
ings bank has grown to be a strong ally of 
conservative investment. Everyone interest- 
ed in better financial business and better 
financial advertising should encourage the 
upbuilding of the savings bank business. 

The commercial banks are emerging from 
the depression stronger than ever. They can 
do a splendid service in helping to restore 
public confidence by advertising in a way 
that will indicate their confidence in them- 
selves and by serving notice on the public 
that they are doing business as usual and 
will continue to do so. A general resumption 
of commercial bank advertising in the news- 
papers of the country would have a con- 
structive effect on public morale. 
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HALF CENTURY OF BANKING SERVICE, BY EDWIN P. MAYNARD, 
CHAIRMAN OF BROOKLYN TRUST COMPANY 


Active in the performance of his duties 
as chairman of the board of the Brooklyn 
Trust Company of Brooklyn, New York, Ed- 
win P. Maynard recently completed his fif- 
tieth year in banking. During that period 
Mr. Maynard has also figured prominently in 
civic, philanthropic and cultural affairs of 
Brooklyn, besides serving as director or 
trustee on the boards of important business 
and financial organizations. 

Mr. Maynard was born in Brooklyn, July 
12, 1864. In 1882 he joined the Brooklyn 
Savings Bank as assistant bookkeeper and 
filled various positions until 1902, when he 
Was appointed assistant comptroller. A few 
months later he became comptroller, and in 
1912 was elected president of the bank. In 
May, 1913, he was elected president of the 
Savings Banks Association of the State of 
New York. 

On July 1, 1913, he became president of 
the Brooklyn Trust Company, resigning as 
president of the Brooklyn Savings Bank and 
the Savings Bank Association. Mr. Maynard 
served as president of the Brooklyn Trust 
Company until December 1, 1927, when he 
assumed his present office of chairman of the 
board, being succeeded as president by 
George V. McLaughlin. 

In addition to his banking activities. is 
a director of the New York Telephone Com- 
pany, Brooklyn & Queens Transit Corpora- 
tion, Brooklyn Bus Corporation, Brooklyn 
Academy of Music, Equitable Life Assurance 
Society, McLellan Stores Company, Capital 
Administration Company, Broad Street In- 
vesting Company, Broad Street Manage- 
ment Company, and John Englis & Son, Ine.; 
and a trustee of the Brooklyn Savings Bank, 
Brooklyn Trust Company and Greenwood 
Cemetery. 

Mr. Maynard also is vice-president of 
Brooklyn Hospital and of the Brooklyn & 
Queens Y. M. C. A.; treasurer of the Brook- 
lyn Institute of Arts and Sciences, the Brook- 
lyn Bureau of Charities, and the Brooklyn 
Heights Association. He is a member of the 
Committee on Finance and Currency of the 
Chamber of Commerce of the State of New 
York, and holds memberships in the Brook- 
lyn Chamber of Commerce, the Long Island 
Chamber of Commerce and the Long Island 
Historical Society. 

On the oceasion of his fiftieth anniv=rsary 
as a banker, Mr. Maynard was induced to 


EDWIN P. MAYNARD 


Chairman of the Board of Trustees. Brooklyn Trust 
Company, New York 


give some of his 
of current interest. 
is a definite 


impressions on matters 
He believes that there 
upturn in business; that the 


primary cause of economic depression was 


the waste and loss from the World War; 
that bankers cannot be blamed for specula- 
tive excesses. “From my own experience,” 
he said, “may I say that we tried to with- 
hold loans which we knew were intended for 
speculation and where we could not withhold 
them, to discourage them. 3ut nothing 
could hold investors back.” Mr. Maynard 
praised the efforts of banks to help each 
other and commended the various measures 
for reconstruction sponsored by the govern- 
ment. 


The double liability placed on owner of 
stock in a national bank cannot be evaded 
by the device of transferring to trustees, for 
benefit of themselves has been ruled by 
United States District Judge A. M. J. Coch- 
ran, in a case involving stockholders of the 
National Bank of Kentucky. 
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AN EPITOME OF BANK ADVERTISING 
EXPERIENCE 

“Advertising for Banks” is the title of a 
new book by Don Knowlton, just off the press, 
which in all truth erystalizes, pools, analyzes 
and digests the experience of the membership 
of the Financial Advertisers Association cov- 
ering a period of seventeen years. The fact 
that Don Knowlton, the talented publicity 
manager for the Union Trust Company of 
Cleveland, is the author, in itself is a guar- 
antee to members of the bank advertising 
fraternity, that this volume deals with the 
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subject of bank advertising in distinctive 
and original style. 

Mr. Knowlton accepted his function as au- 
thor at the invitation of the board of direc- 
tors of the Financial Advertisers Association. 
The task implied the assembling and trans- 
lating for every day use the cumulative ex- 
perience and efforts of the entire membership 
of the Association since it came into exis- 
tence. Mr. Knowlton was assured and re- 
ceived the assistance of the F. A. A. directors 
and membership. He has produced a work 
which cannot fail to be of practical value to 
every man interested in bank advertising. 
There is also a wealth of illustrative and 
adaptable material, including 363 selected 
pieces of successful advertising copy for banks 
large and small. It is a time-saver, money- 
saver, thought-starter and method indicator 
all combined in one. 


TYPE OF BANKING POLICY NEEDED 
TODAY 

The First Citizens Bank and Trust Com- 
pany of Utica, New York, is enlisted among 
the banks and trust companies which practice 
the kind of policy which is bound to stimu- 
late business and make available abundant 
eredit resources for reconstruction. In a let- 
ter to the Secretary of Commerce at Wash- 
ington, President Francis P. McGinty of the 
Citizens stated: 

“Since January 1, 1932, this bank in a city 
of 102,000 population has granted 5,205 new 
loans aggregating $6,378,236 (exclusive of all 
renewals). This bank is ready to use its 
facilities freely to help restore the mercan- 
tile and industrial prosperity of this com- 
munity and, through so doing, afford employ- 
ment to our citizens. We are prepared to 
loan money to any sound business enterprise, 
and shall be glad to discuss with any busi- 
ness man how we ean help him.” 
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CONTINENTAL ILLINOIS BANK AND TRUST COMPANY OF CHICAGO 
TO ACQUIRE NATIONAL CHARTER 


Widespread interest in banking circles has 
been aroused by the announcement that the 
board of directors of the Continental Illinois 
Bank & Trust Company of Chicago, at the 
recent monthly meeting, voted to relinquish 
its state charter in favor of a national char- 
ter. This proposed step commands special in- 
terest because the Continental Illinois is the 
largest state bank in the Middle West and 
because of its bearing upon the prospect of 
legislation at the next session of Congress to 
liberalize branch banking powers of national 
banks. In a letter mailed to stockholders 
calling for a special meeting of stockholders 
on October 10th to act upon the suggested 
change, the board of directors give the fol- 
lowing reasons for the proposed nationaliza- 
tion of the bank: 

“The directors and officers of your bank 
have concluded that the future interests of 
the Continental Illinois Bank. & Trust Com- 
pany will be best served by its operation as 
a national bank. The development of a 
plan for nationalizing the bank was suggest- 
ed by recent legislative proposals regarding 
the banking system of the United States, all 
of which indicated a distinct trend in the 
direction of a more unified national struc- 


GEORGE M. REYNOLDS 


Chairman of the Board, Continental Illinois Bank and 
Trust Company, Chicago 


ture, strengthened and controlled by the fed- 
eral banking authorities. It is the belief of 
the officers and directors of the bank that 
definite advantages will accrue to it from 
changes pending in the national banking 
law.”’ 

The new national bank will be called the 
Continental Illinois National Bank & Trust 
Company of Chicago. There will be no sepa- 
rate trust company incorporated in this state. 
All departments of the present bank will be 
operated by the new national bank. The Con- 
tinental Illinois Company, the bank’s secu- 
rity affiliate, however, will retain its separate 
entity. 

Two other important decisions were made 
at the September monthly meeting of the di- 
rectors of the Continental Illinois. One of 
these was the action to reduce surplus ac- 
count of the bank from $65,000,000 to $25,- 
000,000, leaving capital of $75,000,000 un- 
changed, with remaining surplus of $25,000,- 
000 and undivided profits of $2,500,000, mak- 
ing total invested capital of $102,500,000. It 
is explained that the $40,000,000 withdrawn 
from surplus was used to set up extraordi- 
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President, Continental Illinois Bank and Trust Company 
of Chicago 
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nary and additional reserves against all pos- 
Including prior 
reserves 


sible losses and depreciation. 
unused reserves the bank has total 
of more than $50,000,000 which will not ap- 
pear in any published statement of condition. 
The setting un of the additional $40,000,000 
reserve was made after careful appraisal of 
the bank’s assets by its own officers and after 
examination by national bank examiners. 
This additional forty million reserve is equiv- 
alent to a charge-off of that amount. In the 
ease of a charge-off, however, credit for in- 
come tax purposes could be taken only in 
the year of the charge-offs and the amount 
of the charge-off would be about $28,000,000 
in excess of the bank’s earnings, By follow- 
ing the other method and setting up reserves 
against the charge-offs can be made 
gradually over a period of years. In that 
way the bank can take full advantage of all 
the charge-offs for income tax purposes. 

In order to effect the change from state to 
national charter the stockholders, for each 
present share held, will receive one share 
of capital stock of the Continental Illinois 
National Bank & Trust Company, par value 
$100, with a book value of $136.66. This book 
value, in the directors’ opinion, is “‘conserva- 
tively stated at today’s values after reserves 
have been deducted.” In addition, each such 
share would carry with it proportionate trus- 
teed ownership of the Continental Illinois 
Company, which has capital and surplus of 
$2,500,000. 

A third decision made at the recent meet- 
ing of directors was the voting of a quarterly 
dividend of $2 per share which places the rate 
on an $8 annual rate as compared with the 
previous annual basis of $12. Earnings of the 
bank for the first eight months of the current 
year, after payment of taxes and interest, 
amounted to $8,295,000. This indicates that 
the policy of the bank, for the present, would 
be to pay out half of its earnings in divi- 


losses 


dends. At the rate of $2 a share quarterly, 
the dividend requirements amount to $6,000,- 
000 annually. Earnings, according to officers 
of the bank, are at the rate of about $12,000,- 
OOO a year. 

Aside from branch banking and other ad- 
vantages expected to accrue from a national 
charter, the action of the directors of the 
Continental Illinois Bank & Trust Company 
is also expected to place the institution in a 
position to avail itself of the new circulation 
privilege granted to national banks at the 
last session of Congress. As a national bank 
the Continental Illinois will be able to issue 
its own currency against the 3%, 3% and 
the 3 per cent Government obligations. With 
increasing business this privilege holds forth 
added earning possibilities for national 
banks. 

The strong position of the Continental Illi- 
nois Bank & Trust Company was reflected 
in the June 30th financial statement, showing 
aggregate resources of $808,605,203, of which 
$144,383,598 consisted of cash and due from 
banks; United States Government securities, 
$83,691,446: other bonds and securities, $73,- 
844,185. Deposits amounted to $599,008,000. 
The executive guidance of the bank is in the 
hands of President James R. Leavell with 
George M. Reynolds as chairman of the board 
and Stanley Field as chairman of the execu- 
tive committee. 


James L. Walsh, executive vice-president 
of the Guardian Detroit Union Group, Inc., 
has been elected a director of the American 
Manufacturers Export Association. 

W. H. MeMurray, formerly executive vice- 
president of the City Bank & Trust Company, 
Roanoke, Ala., has been elected as president 
of the bank, succeeding W. H. Wright, re- 
signed. 
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A. C. ROBINSON CELEBRATES FIFTIETH ANNIVERSARY 
AS A PITTSBURGH BANKER 


“A banker of the ‘old school’ who has kept 
abreast of the fast shifting times” is a trib- 
ute that may fittingly characterize’ the 
career and personality of A. C. Robinson, 
president of the Peoples-Pittsburgh Trust 
Company, who is celebrating his fiftieth an- 
niversary as a Pittsburgh banker. However, 
unlike the type of “old school” banker, as- 
socated with austerity and aloofness, Mr. 
Robinson has always maintained touch with 
his fellowmen. He is the kind of banker who 
commands the affection and loyalty of his 
associates and whose friendship is enduring. 
He practices the kind of philosophy in his 
personal contacts and in the banking busi- 
ness which has kept him young in spirit 
and with the energy and alertness of a man 
half his years. 

Mr. Robinson’s career and achievements 
as a banker are not to be reckoned in custom- 
ary terms. He has always interpreted his 
official responsibilities in terms of helpful 
service to his fellowmen, to customers and 
associates as well as in a broader civic and 
community sense. Few bankers in this coun- 
try have given more of their time and the 
benefit of sound judgment for broader ad- 
vancement, whether in local or in national 
affairs. For that reason he has been fre- 
quently drafted for public service, as for 
example his call from President Hoover to 
serve as a member of the Finance Committee 
on Home Planning and Home Ownership. For 
many years he has been an influential figure 
in the councils of the American Bankers As- 
sociation. His term as president of the 
Savings Bank Division of the A. B. A. set a 
new record of accomplishment. 

Robinson, it is not hard to 
the pronounced “family 
spirit’ which prevails among officers and 
employees of the Peoples-Pittsburgh Trust 
Company of which he has been president for 
the past sixteen years. The success and the 
high place which this company occupies 
among Pittsburgh banks and in the commu- 
nity, likewise reflect the admirable policies 
fostered by its president. Not only as a 
banker but also as a trust company man, Mr. 
Robinson has always adhered to those stand- 
ards of integrity which serve as an example 
in difficult as well as in prosperous times. 

Mr. Robinson was born in Chautauqua 
County, New York, and received his education 
jn the University of Pittsburgh from which 


Knowing Mr. 
trace the source of 


A. C. ROBINSON 


President of the Peoples-Pittsburgh Trust Company, who is 
celebrating his 50th anniversary as a Pittsburgh banker. 


1882, receiving later from 
Master of Arts degree. 
Upon graduation he became a clerk in the 
banking house of Robinson Brothers to which 
he was admitted as a partner in 1891, re- 
maining with that organization until 1910 
when he became first vice-president of the 
Commonwealth Trust Company of Pitts- 
burgh. In 1916 he was elected president of 
the Peoples-Pittsburgh Trust Company. Aside 
from his official banking association Mr. 
Robinson is director of the First National 
Bank of Pittsburgh, Hillman Coal and Coke 
Company, National Union Fire Insurance 
Company, Pittsburgh Aviation Industries, 
Inc., as well as president and director of the 
Forest Oil Company and the Western 
Allegheny Railroad Company a director of 
the Southern Farm Lands Co. and the Penn- 
sylvania Bankshares and Securities Corp. 
Mr. Robinson has maintained a keen inter- 
est in civic and welfare activities both in 
Pittsburgh and in the community of Sewick- 
ley where he resides. As a speaker and 
writer of authority on financial and banking 
subjects he has made important contributions. 


he graduated in 
his alma mater the 
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FRANCIS H. SISSON URGES CONSTRUCTIVE BANK ADVERTISING 


In an address at the recent luncheon of 
the New York Financial Advertisers at the 
Hotel Pennsylvania, Francis H. Sisson, vice- 
president of the Guaranty Trust Company 
of New York and incoming president of the 
American Bankers Association, said in part: 

“The difficult conditions through which the 
financial world has passed in recent years 
have brought a new challenge to the financial 
advertiser. In no field of business is there 
greater need for vigorous and intelligent ad- 
vertising policies at present than in finance. 
The financial advertiser carries his appeal 
both to the general public and to business 
men. To the general public, his appeal is 
one of thrift, foresight, ambition, and dis- 
passionate judgment. To the business man, 
it is one of confidence and enterprise, In 
both these directions, his message is one that 
is badly needed today; and it is one that is 
well adapted to mass appeal. 

“There are two fields in which publicity 
can be most profitably employed by the bank- 
ers at the present time. First. to sell bank- 
ing service in its various ramifications on the 
basis of its merit and value to the business 
community. Second, to spread a better un- 


derstanding of banking and its functions to 
the general public. In a period of depression 
in which financial problems become pecu- 
liarly pressing, it is inevitable that the banks 
should be the target of a great amount of 
misunderstanding and criticism. Some of 
this misunderstanding only time can cure, 
but it is highly important that the bankers 
themselves should use every proper means at 
hand to make known the facts about the sit- 
uation and to nullify the false impressions 
and criticisms which are not based 
upon the facts. In developing selling appeal 
for the valuable services they perform and 
in abolishing public distrust and misunder- 
standing, the banks have no more valuable 
weapon at hand than well directed publicity. 
It becomes increasingly important in such an 
emergency that this weapon be employed to 
the best advantage and, as far as possible, 
with scientific direction.” 


loose 


Arthur V. Brown, president of the Union 
Trust Company of Indianapolis, Ind., has 
been elected president of the Indiana Nation- 
al Bank of that city. 
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RELATING TO BANKS AND TRUST COMPANIES 
FRANK C. McKINNEY 


Member of New York Bar and author of ‘‘Trust Investments’”’ 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. | 


CLAIMS AGAINST ESTATES 
(Claims for services, a difficult prob- 
lem for executors.) 

Practically every executor or trustee is 
confronted with the problem of passing upon 
the validity of bills filed against the estate 
by persons who claim that they have ren- 
dered services to the decedent during his 
lifetime. Relatives far and near are likely 
to remember that recently or in the past 
they have in some way aided the decedent. 
They have boarded him or fed him or man- 
aged his home or nursed him or have at- 
tended to business for him. They forget that 
in the absence of a contract for services to 
a member of the family, the law presumes 
services among close relatives gratuitous. 

The recent case of Matter of Burton (148 
Mise. (N. Y.) 440, is an exception to the 
general rule and indicates the kind of proof 
that a relative must submit in support of 
claim for services rendered the decedent. 

Two sisters resided in different cities. One 
was a nurse. When her sister became seri- 
ously ill, she went to the sister’s home and 
remained there to take care of her sister 
until she died over a year later. Although 
the nurse had allowed her registration to 
lapse, still she possessed the requisite skill 
to perform the duties of a nurse. Her regu- 
lar charges had been $35 a week. Doctors 
testified that her services were worth this 
amount. Although she had no contract or 
agreement with ther sister, the will of the 
sister bequeathed to her $1,000 in token of 
her kindness and her labor. She filed a claim 
against the estate for over a year’s salary 
as nurse at $35 a week. The court properly 
decided that she could elect between the 
legacy of $1,000 and the claim for services, 
but that she was not entitled to the legacy 
and the $2,000 for services. 


A ease falling within the general rule that 
a close relative is not entitled to payment 
for services rendered to a member of the 
household is discussed on page 194 of the 
August, 1932, Trust ComMpaNy’s Magazine. 
The facts in that case indicate how frequent- 
ly claims for such services come before an 
executor for allowance or disallowance. 


EFFECT OF CODICIL TO A WILL 
(Testators are likely to forget the 
effect of a codicil to a will.) 


In plain language a codicil means a “little 


will.” This being true, a codicil, whether 
added to the last page of a will or written 
on a separate page, must be drafted in com- 
pliance with the laws governing the execu- 
tion of wills and must be executed with all 
the formalities of a will. Testators are likely 
to forget these requirements and to think 
that they are executing a valid codicil by 
writing in an informal manner at the end 
of the will the changes which they desire 
to make. 

A recent New York ease raises an im- 
portant question as to the effect of a codicil. 
In 1930, the laws of New York regulating 
the descent and distribution of property were 
changed. One of the most important changes 
related to the rights of the survivor of hus- 
band or wife where there were no children. 
A testator in New York may not now dis- 
inherit his wife by a bequest of $1. 

In the case of Greenberg, decided in July 
by the Appellate Division of New York, Sec- 
ond Department, the facts are as follows: 

The testator executed a will in December, 
1927, and cut off his wife with a bequest of 
$1. At that time the will was valid. After 
the new law went into effect in 1930, the 
testator added a codicil to his will, but the 
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codicil did not change the bequest of $1 to 
his wife, nor did it make any other provision 
for her. The surrogate decided that the exe- 
cution of the codicil operated as a republica- 
tion of the will and that both documents 
were then governed by the new law. ‘'n other 
words the effect was the same as if the en- 
tire will had been rewritten after the law 
went into effect. The testator was presume] 
to have accepted the laws as passed in 1929, 
and the wife was granted her rights uncer 
the new law. One of the judges dissented, 
thus indicating that there is some doubt as 
to the decision of the majority, but at the 
present time testators must be governed by 
the decision as above stated. 

The importance of this obvious. 
Testators in New York who executed wills 
prior to August 31, 1930, and who are now 
planning to execute codicils to such wills 
must consider the effect of the decision in 
the Greenberg case. 


case is 


RULE AGAINST PERPETUITIES 

(Inconsistencies of the various laws 
against perpetuities and the disastrous 

results.) 

It is a strict part of the rule against per- 
petuities, both in common law states and in 
those in which the rule has been modified by 
statute, that the person taking, or the per- 
sons whose lives measure the duration of the 
suspension of the power of alienation or of 
vesting, must be living at the time of the 
donor’s death. A recent case in VPennsyl- 
vania indicates an apparent exception to this 
rule. 

William D. Glenn, who died in 1876 by his 
will gave the residue to the children of his 
brother, Edward; if the children were girls, 
a trust fund was to be set up for them and 
they were given a power of appointment. 
One such girl by her will, exercising the 
power, gave the estate for life to her son 


who was born after the death of William D. 
Glenn, the donor of the power. 


It was objected that this violated the rule. 
The court, however, pointed out that the 
life estate of William Glenn’s daughter, the 
donee was good under the rule; and that 
the life estate to the appointee had vested 
within twenty-one years after the appointor’s 
death, and fulfilled the condition of the rule 
against perpetuities that the title must vest 
within twenty-one years after some life in 
being at the time of the creation of the sus- 
pension, which occurred at the death of Wil- 
liam D. Glenn.—Glenn’s Estate, Philadelphia 
Orphans Court, 16 D. & C. 581. 

Cases similar to the above come before the 
courts daily, and within the period of a year 
hundreds of wills are held to be invalid be- 
cause the testator or his lawyer has over- 
looked or been ignorant of the absurd tech- 
nicalities of the various laws governing the 
question of perpetuities. The laws are in- 
tended to prevent a testator from ‘tying up 
his property for too long a time. And yet 
judges are forced to decide frequently that 
a will is invalid when they know that the 
decision is unjust and contrary to commen 
In New York, for example, a testator 
may create a trust for two lives in being, but 
he cannot create a trust for five years. In 
the recent case of Estate of Katz, N. Y. Law 
Journal, June 29, 1932, the will directed that 
the shares of grandchildren be held in trust 
for five years. The trust was absolutely in- 
valid because it provided for a period of five 
years and not for two lives in being. The 
case of Daniell was decided five days before 
the case of Katz. In this case the will cre- 
ated two trusts, each measured by a single 
life. It then provided that payment of the 
principal sum in each trust was not to be 
made until ten years after the testator’s 
death. This was held to be a valid will. 

Proper laws against the creation of per- 


sense. 
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petuities are necessary, but it is high time 
for the states to adopt sensible, uniform laws 
on this important question, so that laymen 
as well as lawyers may understand. It is 
a pity that ‘thousands of wills written by the 
poor and the inexperienced should be held 
invalid because of such ridiculous legal tech- 
nicalities. 


EFFECT OF eremenes ga CHARGE TO PAY 


(Discharge destroys debt and relieves 
legacy from charge.) 


The creation of a charge upon the execu- 
tor to pay debts imposes a duty. Does this 
duty bind the executor to waive the dis- 
charge of the debt in bankruptcy proceedings 
between the date of the will and testator’s 
death, and oblige him to pay the discharged 
debt? The expiration of the statute of limi- 
tations extinguishes merely the remedy. Is 
the effect of a discharge in bankruptcy to ex- 
tinguish the debt or merely the remedy? This 
question was recently presented to the Ten- 
nessee Supreme Court. One Schutt, by will, 
provided that certain life insurance be paid 
to his wife, “‘who, it is understood will pay 
my just debts out of the proceeds of same.” 
At the time of the making of the will, testa- 
tor was involved in bankruptcy proceedings 
on his voluntary petition. The proceedings 
were unfinished when the widow was ap- 
pointed administratrix and she applied for 
the discharge which was granted. Thereafter 
a creditor on notes of the testator sued. 

The Tennessee Supreme Court held that 
the will did no more than require the pay- 
ment of the just debts of the testator, that 
is, those legal obligations outstanding and 
enforceable at his death; and that a dis- 
charge in bankruptcy extinguishes not mere- 
ly the remedy but the liability, the debt 
itself; and this discharge related back as 
usual to the date of adjudication in bank- 
ruptey; and that not only did the will not 
bind the administratrix to waive the dis- 
charge, but she could not waive such ex- 
tinguishment of the debt by failure to plead 
the discharge or otherwise; and it was her 
duty as administratrix to take the necessary 
steps to procure the discharge.—Rousch vs. 
Schutt, Tennessee Supreme Court, June 18, 
1932. 


NO PREFERENCE IN BANK DEPOSITS 

(Even though the officers of a bank 
had fraudulently denied the existence of 
am account of a decedent to his executor 
no preference arises on the closing of the 
bank. ) 





A NEW ORLEANS MAHOGANY PLANT 


New Orleans 


XLII 
Mahogany 


New Orleans is the largest mahogany market 
in the world; New York, Liverpool and London 
ranking next in importance. 

Three New Orleans lumber mills import an 
average of 25 million feet of mahogany annu- 
aliy, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 

Nev Orleans takes the greater part of the 
mahegany logged in Mexico, Guatemala, Hon- 
duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 
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This is number 43 of a series of advertisements about 
New Orleans which we w7 ed continuously 
since 


The testator died leaving a savings ac- 
count in the bank. The executors relied 
upon the statements and representations of 
the bank that there was no savings account 
there, and they did not ascertain that he had 
one until the bank had been placed in the 
hands of a receiver. If they had known of 
its existence they would have withdrawn 
it before the bank failed, to deposit it in 
the designated depository, or distributed it 
as required by the will as they had done 
all other funds of their testator which had 
come to their knowledge. 

In holding that there was no resulting 
trust which would give the executors a pref- 
erence, the court pointed out that it can- 
not be said that the fraud of an officer of 
the bank, by which a depositor is prevented 
from carrying out a purpose to cease being a 
creditor of the bank converts him from a 
creditor of the bank into an owner of a 
specific amount of the bank’s funds so that 
thereafter the bank is, as to that amount, 
not his debtor, but his trustee.—Fagan vs. 
Whidden. United States Cireuit Oourt of 
Appeals, Florida. Decided March 26, 1932. 
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CHASE NATIONAL BANK OF NEW YORK 
CELEBRATES FIFTY-FIFTH ANNIVERSARY 

The Chase National Bank of New York, as 
the largest commercial bank in the United 
States, this month its fifty-fifth 
year of service. In common with other large 
banks and trust companies the Chase Na- 
tional has fought valiantly against the surg- 
ing tides of depression, and as in the past, 
comes through the ordeal with stronger sin- 
ews and command of public confidence. 
Starting in 1S77 with capital of $300,000, it 
has become an institution with capital of 
$148,000,000 and the statement of June 50th, 
last showing surplus of $100,000,000;  un- 
divided profits $17,381,000 and reserves of 
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HOME OF THE CHASE NATIONAL BANK OF NEW YORK 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretar. 


$12,170,000, with resources of 
509,000 and deposits $1,302,456,000. 


gross $1,731,- 

The staff of the Chase National organiza- 
tion 400 officers and 7.200 em- 
ployees, constituting a family whose loyalty 
has been splendidly demonstrated during 
these difficult times. The far-flung facilities 
embrace 44 brances in greater New York with 
representatives’ offices in leading cities of 
this country and Europe, besides offices in 
South America and through the allied Chase 
Harris Forbes companies and American Ex- 
press Company, taking in all principal cities 
of the world. 

The trust services of the Chase National 
are governed by the highest standards. The 
policies of the trust department are gov- 
erned by a trust committee composed of di- 
rectors which passes on all questions of in- 
vestment of trust funds and general handling 
of estates and trusts. The plan is such that 
each estate and trust receives immediate and 
personal attention of one of a group of highly 
experienced trust executives. Each customer 
or beneficiary therefore deals with an officer 
who is familiar with his or her individual 
problems and affairs. It is furthermore the 
announced and rigid policy of the trust de- 
partment in dealing in securities for account 
of the trusts in its care not to directly or 
indirectly buy from, or sell too, any affili- 
ated organization or department. 


composes 


Stockholders of the National Bank of Glens 
Falls, New York, have voted to change its 
name to the Glens Falls National Bank & 
Trust Company. 

Cc. D. Burdick, president of the Title Guar- 
antee & Trust Company of New York City. 
was honored recently by the alumni of Wes- 
leyan University of Middletown, Conn. As : 
mark of completion of Mr. Burdick’s twenty- 
fifth year as treasurer of the university, he 
was presented with an illuminated scroll. 
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FRANK M. GORDON NOMINATED FOR 
I. B. A. PRESIDENCY 

Frank M. Gordon, vice-president of the 
First National Bank and of the First Union 
Trust & Savings Bank of Chicago, has been 
nominated by the board of governors of the 
Investment Bankers Association of America 
as president of the association, subject to 
election at the organization’s forthcoming 
annual convention October 22-26 at White 
Sulphur Springs, W. Va. Mr. Gordon is the 
third Chicago banker to be selected for this 
honor, He will succeed Col. Allan M. Pope 
of New York, president of The First of Bos- 
ton Corporation. 

Mr. Gordon entered the banking business 
as a messenger for the First National Bank 
of Chicago and his entire business career 
has been with that institution and its affili- 
ated organizations. He is vice-president and 
a director of the National Safe Denosit Com- 
pany and of the First Trust Joint Stock Land 
Bank of Chicago. He is also treasurer of 
the University of Illinois, treasurer of the 
board of the Lincoln Park Commissioners, 
Chicago, and president of the Investors Pro- 
tective Bureau of Chicago, an organization 
maintained by investment banking and_ bro- 
kerage houses and banks in Chicago to pre- 
vent fraud in the sale of securities. 


FRANK M. GORDON 


Vice-president of the First National and First Union Trust 
and Savings Bank of Chicago, who has been nominated for 
the presidency of the Investment Bankers Association 
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PRESIDENT HOOVER’S MESSAGE TO 
FINANCIAL ADVERTISERS 


At the recent opening luncheon and meet- 
ing of the season conducted by the New York 
financial Advertisers, at which Francis H. 
Sisson, vice-president of the Guaranty Trust 
Company of New York and incoming presi- 
dent of the American Bankers Association, 
and H. A. Lyon of the Bankers Trust Com- 
pany of New York and newly elected presi- 
dent of the Financial Advertisers Association, 
were guests, the following telegram from 
President Hoover was read: 

“IT will be obliged if you will express my 
cordial greetings to those members of your 
group gathered on September 8th to honor 
F. H, Sisson upon his forthcoming accession 
to the presidency of the American Bankers 
Association, and H. A. Lyon upon his forth- 
coming accession to the presidency of the 
National Financial Advertisers Association, 
and convey my congratulations to them, I 
am deeply appreciative of the valuable serv- 
ices to the economic life of the country per- 
formed by groups like yours.” 
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SECURITIES NO LONGER SACRED 

J. R. Galt, president of the Hawaiian Trust 
Company, Ltd., of Honolulu, states in the 
latest issue of the “Hawaiian Trustee” the 
publication of the Company: 

“In former times trustees were not sup- 
posed to make changes in investments. The 
securities originally placed in the hands of 
the trustee were felt to be more or less sacred, 
as representing the ideas and wishes of the 
testator, during his lifetime, in the invest- 
ment of his own funds. 

“All this, however, has changed. The 
courts everywhere are holding trustees more 
and more strictly responsible and liable for 
properly handling trust funds. Even where 
a testator has specified in his will that cer- 
tain securities are not to be disposed of but 
are to be kept permanently as a part of his 
estate, the courts have held the trustee liable 
for not disposing of those securities in in- 
stances where their value has been impaired, 
or, in some instances, where the securities 
have become valueless. 

“What this means, of course, is that com- 
petent trustees must watch almost daily the 
standing and value of securities such as 
bonds and stocks under their care and con- 
trol. They must be ready instantly to dis- 
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of those securities if indications are 
sufficiently strong to warrant the belief that 
the company issuing them is in a serious 
financial condition. 


pose 


“Because of these facts, a statistical de- 
partment is of the utmost importance to a 
trustee. He must have adequate and re- 
liable information instantly available. We 
are living in a rapidly changing world, and 
greater alertness on the part of trustees is 
now required. The so-called “good old days.” 
when all a trustee had to do was to invest 
trust funds in certain dependable securities 
and thereafter simply collect interest, are 
long past. The old-time trustee system is as 
much out of date as are horse-drawn vehicles 
and ox-carts. In these days a trust, to be 
properly handled, requires the attention of 
many experts skilled in different fields.” 


M. B. Slaughter, formerly trust officer for 
the Merchants National Bank of Mobile, Ala.. 
has been elected vice-president and trust of- 
ficer. 

J. P. Hess, assistant trust officer of the 
Fidelity Bankers Trust Company of Knox- 
ville, Tenn., has been appointed business 
manager of the University of Tennessee. 
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FIRST WISCONSIN NATIONAL ACQUIRES 
NEW BRANCH 

making the National Bank of 
Commerce a branch of the First Wisconsin 
National Bank of Milwaukee have been ap- 
proved by the directors of both banks, as 
announced by Walter Kasten, president of 
both institutions. The bank will remain in 
its present quarters, and will be known as 
the “Commerce Office’ of the First Wiscon- 
sin National Bank. The staff will be re- 
tained and all services now offered by the 
bank will of course be continued. In addi- 
tion, the extensive resources and contacts of 
the First Wisconsin National Bank, Wiscon- 
sin’s largest banking institution, will thus be 
made directly available to customers of the 
National Bank of Commerce. Deposits of the 
National Bank of Commerce on the June 
30th statement call were $10,000,000. Depos- 
its of the First Wisconsin on June 30th were 
$139,000,000. Total resources of the combined 
institutions will be approximately $175,000,- 
000. Both are units of the Wisconsin Bank- 
shares Group. 


Plans for 


Total investments by Americans in for- 
eign securities in 1931, including state, gov- 
ernment, municipal and _ private issues, 
amounted to $507.354,150. This was 67 per 
cent less than in 1930, when they amounted 
to $1,550,056,000. 


J. W. POLE 
Who has relinquished the post of Comptroller of the Currency 
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AUDIT AND CONTROL OF REAL ESTATE LOANS 


HARRY L. DOWNEY 
Auditing Depart ment, Washington Loan and Tru:t Company, Washington, D. C. 


REAL estate loan is a mortgage or 

note made with land and its improve- 

ments as security. In the District of 
Columbia, loans on real estate utilize the deed 
of trust and the following procedure, of 
course, only applies thereto. Prior to the 
passing of the Federal Reserve Act, national 
banks were prohibited from making real es- 
tate loans, but since the passage of the Act 
in 1913, and especially after the World War, 
banks of all kinds have a large part of their 
invested in loans of this character. 
A proper audit of such an important part of 
a bank’s assets is therefore of vital impor- 
tance. 


assets 


After the application for the loan has been 
passed by the executive and appraisal com- 
mittees, it is entered numerically on the real 
estate loan register, and thereafter any in- 
formation pertaining to that particular loan 
can be readily identified by the number on 
the register. From this point, the audit is 
separated into two distinct operations. The 
first phase is that of auditing all the papers 
in connection with the loan, and the second, 
that of auditing the principal and income 
thereon in order to determine that all the in- 
come due the bank actually reaches the profit 
account. 


First Phase of Audit Procedure 


In carrying out the first phase of this au- 
dit, the procedure is as follows: First, the 
verification of the notes to see that they are 
all in proper form, and then the inspection 
of the papers contained in the jacket, Each 
jacket should contain the certificate of title, 
setting forth the location of the property 
and showing whether any incumbrances are 
on the property, the receipt from the recorder 
of deeds to show that the indebtedness has 
been properly recorded against the property ; 
the certificate of taxes, showing that all 
taxes, as well as any assessments, have been 
properly taken care of: the insurance policy, 
showing that insurance sufficient to cover 
the loan has been taken so that, in case of 
fire, the bank will not have to stand possible 
loss. In addition, there should also be filed 
the application, and report of the appraisal 


committee, setting forth their opinion of the 
value of the property, and the settlement 
sheet showing disbursements made from pro- 
ceeds of the loan. 


Control for Principal and Income 

In setting up a control for principal and 
income, a card system is used in our audit 
department. On these cards appear the loan 
number, name of borrower, lot and square of 
the property securing the loan, the date the 
loan was made, the period of time it is to 
run, and the interest rate. These cards are 
filed according to interest-due date, or, if 
covering monthly payment notes, they are 
filed according to the day payments are due. 
3v filing in this manner, the auditor can 
tell at a glance when a payment is overdue. 
Each day the auditor takes from the note 
teller’s cash book, a record of all payments, 
either on principal or interest. After verify- 
ing each computation as to payments on prin- 
cipal or interest, the auditor then makes the 
entries on his cards, after which he makes 
a settlement, and checks his figures with the 
general ledger control. 

Once each month a trial balance is taken by 
the auditor on all notes, which is compared 
with the audit cards to see that both are in 
balance with the general ledger control, Be- 
fore each board meeting, a report is com- 
piled by the auditor, setting forth all notes 
that are past due, the amount of interest 
in arrears, and any other information he may 
feel should be brought to the attention of the 
officers for appropriate action. 

fe ae 

Joseph C. ‘Allen, president of the Everett 
Trust Company, Everett, Mass., has resigned 
and has been elected president of the Had- 
ley Falls Trust Company of Holyoke, one of 
the largest commercial banks in western 
Massachusetts. 

R. J. Schrader, assistant trust 
officer of the Wells Fargo Bank & Union 
Trust Company of San Francisco, has been 
elected trust officer. 

Charles Sumner King, vice-president of the 
California National Bank, Sacramento, com 
pleted his fiftieth anniversary with the ban! 
on September Sth. 


formerly 





TRUST COMPANIES 


COMPANION BOOKS FOR TRUST MEN 
AND LIFE UNDERWRITERS 


One of the problems in connection with 
the more vigorous development of life insur- 
ance trust business is that of inducing life 
underwriters to familiarize themselves more 
thoroughly with trust service and likewise 
the need of trust officers informing them- 
selves thoroughly as to life insurance. It is 
not sufficient that each group know their own 
business. Success in creating life insurance 
trusts demands intimate knowledge of both 
sides of the subject. 

Two books have just appeared from the 
press of F. S. Crofts & Company of New York 
which should be of much help to both trust 
men and life underwriters. One is by Frank- 
lin W. Ganse, C. L. U., a foremost figure in 
life insurance work and a leader in fostering 
cooperation with trust companies, It is en- 
titled “What Bankers and Trust Men Should 
Know About Life Insurance.” The compan- 
ion volume is by Gilbert Thomas Stephenson, 
author of various books on trust subjects 
and former president of the Trust Division, 
A. B. A. His book bears the title “What a 
Life Insurance Man Should Know About 
Trust Business.” 

Needless to state the value and instructive 
quality of these two timely books are guar- 
anteed by the character of the authorship. 
Mr. Ganse deals with his subject not only 
as a past master in refinements of life insur- 
ance but also with a sympathetic understand- 
ing of the problems of trust men and the in- 
herent advantages that flow from combina- 
tion of trust administration with life insur- 
ance as a means of estate conservation, the 
building or planning of estates, tax solutions, 
ete. Copies of these books, price $1.25 each, 
may be obtained by writing to Book Depart- 
ment. Trust COMPANIES Magazine, Two Rec- 
tor street. New York City. 


The Corinth Bank & Trust Company has 
been chartered to open for business in Cor- 
inth, Miss., with capital of $35,000. 

Plans have been approved for reopening 
of the Asbury Park and Ocean City Bank 
of Asbury Park, N. J. 

Sears, Roebuck & Company have made an 
arrangement with the Sears Community 
State Bank of Chicago whereby mail-order 
and retail merchandising houses may use 
their pass-books in making purchases at any 
of the Sears retail stores in Chicago. 

John J. Keenan and Charles J. Caggiano 
have been elected vice-presidents of the Na- 
tional Bronx Bank of New York City. 
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ONE OF NEW YORK’S 
FAMOUS HOSTELRIES 


A pleasant continental at- 
mosphere characterizes The 
Brevoort...its services and 
appointments. Located in 
one of New York’s finest 
residential sections... just 
above beautiful Washington 


Square. e 


QUICKLY ACCESSIBLE 
TO FINANCIAL SECTION 


Nearby rapid transportation 
facilities carry one quickly to 
financial and business sections. 
Fifth Avenue busses passthedoor. 


* 
DAILY RATES 


Single Rooms...... from $2 
Double Rooms..... from $4 
Two Room Suites... from $6 


Excellent French Cuisine. French 
spoken in every department. 


HOTEL 


BREVOORT 


Fifth Avenue at 8th Street, N.Y. 


JEAN P. BARRERE, MANAGER 





332 


ELECTED VICE-PRESIDENTS UNION 

GUARDIAN TRUST CO. OF DETROIT 

C. H. Haberkorn, Jr., has been elected 
senior vice-president and Herbert R. Wilkin 
has been elected vice-president of the Union 
Guardian Trust Company of Detroit unit of 
the Guardian Detroit Union Group, Inc., Clif- 
ford B. Longley, president, announced re- 
cently. Mr. Haberkorn will have charge of 
the corporate trust department, in which the 
activities of the transfer department 
and industrial department are coordinated 
with the general corporate trust services of 
the company. Mr. Wilkin will be in charge 
of the loan department. 


stock 


3efore entering banking and finance, Mr. 
Haberkorn was president of C. H. Haberkorn 
& Company, the Haberkorn Investment Com- 
pany and the Beck Corporation. In 1919 he 
became a director of the Bank of Detroit: 
in 1921, vice-president of that institution: 
and in 1923, upon the resignation of Senator 
James Couzens as head of the Bank of De- 
troit, Mr. Haberkorn was elected to the chair- 
manship of the board, an office he held 
until the bank merged with the Guardian 
Detroit Bank in 1930. Mr. Haberkorn is 
now vice-president, secretary and a director 
of the Guardian Detroit Union Group, Inc., 
president of the Guardian Bank of Grosse 
Pointe, president of the Guardian Safe De. 
posit Company and a director of the Guard- 
ian National Bank of Commerce. His as- 
sociation with trust company business be- 
gan in 1923, when he was elected a director 
of the Security Trust Company. He con- 
tinued as a director of the merged Detroit 
& Security Trust Company until the forma- 
tion of the Guardian Group, when he became 
a director of the Guardian Trust Company. 

Mr. Wilkin is a vice-president and direec- 
tor of the Guardian Group, and a member 
of the important Executive and Operating 
Committees. He was vice-president of the 
Griswold National Bank before that institu- 
tion was merged with the National Bank of 
Commerce, when he was elected vice-presi- 
dent of the latter institution. He was execu- 
tive vice-president of the Union Industrial 
Trust & Savings Bank of Flint and is a di- 
rector of the City National Bank & Trust 
Company of Battle Creek and the First Na- 
tional Bank & Trust Company of Kalamazoo, 
both of which institutions are units of che 
Guardian Group. 


An increase of $1,436,598 in business issued 
during August, as compared with August, 
1931, is reported by H. M. Holderness, vice- 
president in charge of agencies for the Con- 
necticut Mutual Life Insurance Company. 


TRUST COMPANIES 


BACK TO WOODEN MONEY OF 
TRIBAL TIMES 


Amidst all current discussion of going off 
the gold standard, adoption of bi-metalism 
and what have you, it seems a far cry to the 
wooden money which formed the early basis 
of barter in tribal days. And yet that is 
precisely what happened recently in a little 
town named Tenino, in the State of Wash- 
ington. Among the recent acquisitions to the 
Collection of Moneys of the World on exhibit 
at the Chase National Bank, are specimens 
of wooden currency issued recently by the 
Chamber of Commerce of Tenino. It was put 


out to thaw the frozen assets of an insolvent 
bank and was accepted in a signment up to 
25 per cent of deposit accounts in the closed 


bank. The wooden money was printed in 
fractional amounts on sheets of berry box 
wood of which there is an abundance in 
Washington and made from Sitka spruce. 
The novel idea was successful in bridging the 
local situation inasmuch as most of the mer- 
chants of the town agreed to accept the 
scrip at face value as a medium of exchange. 
Redemption of the scrip at face value is pro- 
ceeding satisfactorily. 

P. F. Schumacher has been elected to the 
executive committee of the Security-First Na- 
tional Bank at Los Angeles. 


HENRY M. ROBINSON 


Chairman Security-First National Bank of Los Angeles, 
elected chairman of Central Committee of President 
Hoover's National Economic Reconstruction Council. 
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TRUSTS NOT SUBJECT TO ESTATE 
AND GIFT TAXES 

Legal battles over the taxability of trusts, 
as well as unexpected tax liabilities may 
be avoided by giving careful consideration to 
the tax features of trusts when the trust is 
created, In order to be free from liability to 
the Federal estate tax, a trust (other than a 
charitable or other exempt trust) must be 
a transfer between living persons; it must not 
be made in contemplation of death; it must 
not be made to take effect in possession or 
in enjoyment at or after death: it must not 
be revocable or subject to alteration by the 
creator of the trust either alone or in con- 
junction with another person: it must be 
made without reservatioin to the creator of 
the trust of any right to the income from the 
property ; it must be made without the right 
being reserved in the creator of the trust, 
either alone or in conjunction with any per- 
son, to designate the persons who shall pos- 
sess or enjoy the property or the income 
therefrom. 

As a general rule, a trust fund that is free 
from the Federal estate tax will also be 
free from State death duties. In some in- 
stances a trust that is subject to Federal 
estate tax will not be subject to State inheri- 
tance taxes, The reason for this is that in 
a few States the rule has been established 
that if the property transferred by trust 
vests an absolute and irrevocable interest in 
the beneficiaries, the transfer will not be 
taxable even though the grantor reserved 
income for life to himself. In another small 
group of States, property transferred with a 
reservation in the grantor of the right to 
alter, amend or revoke the trust is not tax- 
able if the grantor has reserved no bene- 
ficial interest to himself in the property of 
the trust. The nontaxability in these few 
States has lost much of its importance from 
the standpoint of total taxes payable at death, 
on account of the more or less general im- 
position of State estate taxes to take up the 
difference between the State inheritance tax 
and 80 per cent of the Federal estate tax 
as imposed by the 1926 Revenue Act which is 
allowed as a eredit for taxes paid to the 
States. 

A trust (other than a charitable or other 
exempt trust) will not be affected by the 
cift tax if the aggregate gifts made by the 
creator of the trust from June 7, 1932 do not 
exceed $50,000. Furthermore, the first $5,000 
of each gift made to different persons during 
the calendar year of the donor is exempt. 
A trust will also be unaffected by the gift tax 
if in transferring the property in trust the 
donor has reserved the power to revest in 
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himself title to the property, either alone 
or in conjunction with any person not having 
a substantial adverse interest in the property 
or the income therefrom, However, any pay- 
ment of the income from the revocable trust 
to a beneficiary other than the donor is con- 
sidered to be a transfer by the donor of such 
income by gift. Moreover, the relinquish- 
ment or termination of the power of revoca- 
tion (other than by the donor’s death) is 
considered to be a transfer by the donor by 
gift of the property subject to such power. 
(From Estate and Tax News, published by the 
Fidelity Trust Company of Pittsburgh.) 


The will of a testator in Baltimore, whose 
daughter was a widow, directs the executor 
to ascertain the name of his daughter’s boot- 
legger and report him to the Federal author- 
ities. 

James G. Ross, treasurer of the Fort Lee 
Trust Company of Fort Lee, N. J., has been 
elected president of the Bergen County Cor- 
porate Fiduciaries Association. 

Evans Woollen, head of the national fi- 
nance committee of the Democratic campaign 
organization, is president of the Fletcher 
Trust Company of Indianapolis and a former 
president of the Trust Division, American 
Bankers Association. 
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Empire Crust Company 


MAIN OFFICE: 
Equitable Building 


120 BROADWAY, NEW YORK 


FIFTH AVENUE OFFICE: 
Empire Trust Company Building 
580 FIFTH AVENUE. Corner 47th Street 
HUDSON OFFICE: 
Metropolitan Opera Building 
1411 BROADWAY, Corner 39th Street 


LONDON OFFICE: 
28 CHARLES STREET, HAYMARKET, S.W. 


AGENT FOR THE SALE OF UNITED STATES, NEW YORK STATE and PENNSYLVANIA 
STOCK TRANSFER TAX STAMPS 


Empire Safe Deposit Company 
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THE WORST IS BEHIND US 

The current New England Letter issued by 
the First National Bank of Boston strikes a 
more encouraging note in surveying recent 
business and market developments, stating: 
“Sentiment in this country has shifted from 
paralyzing fear to a feeling of optimism in 
the short space of two months. This favor- 
able development is accounted for by the gen- 
eral absence of demoralizing and destructive 
movements and a demonstration of the im- 
pregnable position of the dollar. Not oniy 
has the net gold outflow been stopped but 
the inflow has added about $150,000,000 to 
our accumulated gold stocks since the Jatter 
part of June. Sensing a fundamental change 
in the outlook of this country, important for- 
eign interests have invested heavily in our 
security markets, instead of withdrawing 
funds from here and selling American securi- 
ties as was being done on a large scale only 
a few months ago. 

“It would now seem that if we have passed 
the stage of panic inspiring fear, and have 
arrived at the point where constructive rem- 
edies will prove more effective. This does 
not mean that we can proceed at top speed 
out of the depression. On the contrary, re- 


But there 
is be- 


covery will be slow and irregular. 
are reasons to believe that the worst 
hind us from the standpoint of attacks by 
demoralizing forces, and that American busi- 
can, in face the future 
with greater faith and courage.” 


ness consequence, 


MEASURED SERVICE CHARGE 

The National Shawmut Bank of Boston 
has been successful in applying the measured 
or metered service charge on active deposit 
balances. Investigation disclosed a large pro- 
portion of small deposit balances that were 
earried at a loss and with little prospect of 
acquiring a volume placing such balances in 
the profit column. Such depositors were ap- 
proached individually with the result that 
the great majority expressed entire willing- 
ness to pay a metered charge. Further in- 
vestigation, after applying the charge, re- 
vealed substantial sources of income, not only 
paying the way for small balances but yield- 
ing net revenue to the bank. 


C. L. the Bank & 


Trust Company of New Orleans recently com 


Kingston of Hibernia 


pleted twenty-five years of service with that 
institution. 
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BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all] 
aspects of the services, establishment, promotion 
and administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 
TRUST COMPANIES BOOK DEPARTMENT 
Two Rector Street, New York 





GROUP LIFE INSURANCE IN VOGUE 

Twenty-one group life insurance policies 
covering the lives of 1426 persons engaged in 
different industries throughout the United 
States and involving a total of $1,822,500 
have recently been issued by the Prudential 
Insurance Company of America, evidencing 
the pronounced trend toward this form of 
protection. The employees are insured in 
amounts ranging from $500 to $5,000, all the 
policies being of the contributory type, with 
the employees themselves paying a part of 
the premiums and the employing companies 
assuming the remainder of the expense. 

Among the latest group policies issued by 
the Prudential to banks and trust companies 
is a group policy involving a total of $102,000 
and covering sixty-seven employees of the 
Pioneer Trust & Savings Bank, of Chicago. 
Each employee is eligible to insurance in 
amounts ranging from $1,000 to $3,000, ac- 
cording to the amount of salary received, 
and the policy is of the contributory type, 
the employees sharing with the Pioneer Trust 
& Savings Bank in the payment of the pre- 
miums. 

Merger plans have been arranged for the 
Prospect Trust Company and the Maplewood 
Bank & Trust Company of Maplewood, N. J. 
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Statewide 
Metropolitan 


TRUST SERVICE 


You and your clients are invited to 
investigate the unique advantages 
of Bank of America’s statewide 
fiduciary service. 

In even the smallest of the 243 
California communities served by 
this Bank, you are assured of metro- 
politan trust service — complete, 
individual, interested — under the 
personal supervision of experienced 
trust officers. 

For further information, please 
address us at San Francisco or 
Los Angeles as you may prefer. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, a California State Bank 

are identical in ownership and management 
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HISTORIC WATER MAIN UNEARTHED 
In sight of Old Trinity Church, New York, 
workmen digging at Washington and Carlyle 
streets recently brought to light a six foot 
section of the historic wooden water main 
that used to supply New York City with wa- 
ter. It was a portion of the town’s first 
water main, laid 133 years ago when the 
Manhattan Company, obtained a charter 
from the Legislature to supply the City of 
New York with pure and wholesome water. 
When the Manhattan Company was formed 
it was impossible to estimate the exact cost 
of a water system and the charter included 
a provision that the company could invesi 
its surplus capital in financial transactions 
not inconsistent with the existing laws. The 
capital was so invested and the Bank of the 
Manhattan Company was formed. It is the 
second oldest in New York City and _ still 
occupies its original site at 40 Wall street. 


At a recent meeting of the directors of the 
Marine Midland Trust Company of New 
York, Bayard F, Pope, recently elected vice- 
president of the Marine Midland Corpora- 
tion, was elected chairman of the advisory 
committee of the trust company. 


PERCY H. JOHNSTON RECEIVES 
CONGRATULATIONS 

Johnston was recently surprised 
to find his desk covered with floral tributes 
sent by friends on the of the fif- 
teenth anniversary of his connection with the 
Chemical Bank and Trust Company of which 
he is president. He is the ninth president of 
“Old Bullion” since it began business 108 
years ago. He began his banking career as 
a clerk in the Marion National Bank of Leb- 
anon, Ky. At the age of 26 he was a na- 
tional bank examiner. At the age of 52 he 
became a vice-president of the Citizens Na- 
tional Bank of Louisville and in 1917 re- 
sponded to a call to come to the Chemical in 
New York as one of its vice-presidents. 


Percy H. 


occasion 


Percy M. JOHNSTON 
President, Chemical Bank and Trust Company of New York 


Walter A. Rush, vice-president of the Bank 
of Manhattan Trust Company of New York, 
was one of the delegates appointed by Gov- 
ernor Roosevelt and representing this state 
at the recent anual conference of the National 
Tax Association in Ohio. 

The Brooklyn Trust Company is named 
as trustee in the will of the late Pliny Eves, 
disposing of an estate estimated at $60,000. 

Eugene C. Wyatt, assistant trust officer of 
the Chase National Bank is instructor for 
the new course on “Operating Methods of the 
Personal Trust Department,’ announced by 
the New York Chapter, A. I. B. 
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RECOVERY DUE TO ECONOMIC 
IMPROVEMENT 

The rise in security and commodity prices, 
despite some reactions, has brought a new 
spirit of encouragement and hope to busi- 
both in this country and in Europe, 
where the American markets have been con 
sidered to reflect most truly the course of the 
depression, and hence most likely to give the 
first sign of a turn. The long period of strain 
and anxiety had seemed almost to have no 
end, and had developed in many quarters a 
growth of pessimism of the gravest kind, 
reaching its worst in fears that the economic 
system itself would not survive. But the ex- 
treme fears entertained during the Spring 
have not been realized, and now, in decisive 
terms, the markets show recovery from the 
state of panic. The anxieties caused by de- 
preciating values are lightened, and once 
more people believe that business will get 
out of the depression, and that with coopera- 
tion and orderly adjustment the economic or- 
ganization will function normally again. 

“The breadth of the price advances, em- 
bracing all markets, indicates that the cause 
Was a general one, believed to affect the en- 
tire business situation. The pessimists had 
questioned chiefly the ability of the United 
States to remain upon the gold standard, and 
had doubted the determination of the Con- 
gress to keep the country upon it. Now the 
panicky nature of these fears is revealed, 
and the country is gaining gold in substantial 
amounts, the inward flow resulting in part 
from purchases of American securities by 
foreigners whose confidence in the dollar has 
been restored. This repeats the lesson of 
every past depression, namely, that the coun- 
try has needed not more money, aS SO many 
have urged, but more confidence in the money 
ithas. The gold movement is promoting con- 
fidence in the credit situation.”—(From cur- 
rent bulletin of the National City Bank of 
New York.) 
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DIVIDEND PAYMENTS BY NEW YORK 
BANKS AND TRUST COMPANIES 

Among regular dividend declarations on 
capital stock for the third quarter of the 
current year by New York City banks and 
trust companies are the following: Bankers 
Trust Company seven and one-half per cent; 
Guaranty Trust Company five per cent; 
Chase National Bank fifty cents per share; 
Fifth Avenue Bank $6 a share; Irving Trust 
Company forty cents per share on par $10 
stock; Manhattan Company fifty cents rep- 
resenting two and a half per cent on par 
value of capital stock; Bank of New York 
and Trust Company fifty cents per share; 
Marine Midland Trust Company fifty cents 
per share; Chemical Bank and Trust Com- 


pany forty-five cents per share. 


UNITED STATES TRUST COMPANY 
DECLARES EXTRA DIVIDEND 

The board of trustees of the United States 
Trust Company of New York have author- 
ized the customary extra dividend of $10 
per share in addition to the regular dividend 
of $15 for the third quarter of the current 
year, which places the stock on a $70 an- 
nual basis. The capital stock of the com- 
pany is $2,000,000 with the June 30th state- 
ment showing a surplus of $24,000,000 and 
undivided profits of $3,013,401. The half 
yearly statement also showed material in- 
creases in deposits aggregating $58,564,655, 
with resources amounting to $89,113,272. 


Needed capital of $1,500,000 has been sub- 
scribed for reopening of the Federation Bank 
and Trust Company of New York City which 
was organized by union labor interests. Two- 
thirds of the new capital was furnished by 
industrialists headed by Owen D. Young, 
chairman of the General Electric Company. 

The New York University School of Com- 
merce announces a special course on man- 
agement of corporate trusts, conducted by 
Messrs. Knapp and Noreen. 
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Thoroughly organized to handle your Baltimore 
Banking and Fiduciary Business 
promptly and effectively 


MARYLAND TRUST COMPANY 


Main Office: N. W. Cor. Calvert and Redwood Streets 
BALTIMORE 
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COMMITTEES OF NEW YORK STATE 
BANKERS ASSOCIATION 

Announcement was recently made of the 
new personnel of standing and special com- 
mittees of the New York State Bankers Asso- 
ciation. William S. Irish, executive vice- 
president in the Brooklyn division of the 
Bank of Manhattan Trust Company, is chair- 
man of the important committee on federal 
legislation. James H. Perkins, president of 
the City Bank Farmers Trust Company of 
New York, is head of the committee on state 
legislation. The committee on education is 
headed by Meyer Jacobstein, president of 
First National Bank and Trust Company of 
Rochester. R. S. Polk, vice-president and 
trust officer of the National City Bank, Troy, 
is chairman of committee on bank 
William K. Payne, chairman of Auburn- 
Cayuga National Bank and Trust Company, 
is chairman of the committee on regional 
clearing house and John H. Gregory, presi- 
dent of the Central Trust Company of 
Rochester, heads the committee to aid Govy- 
ernor Roosevelt in reducing the state budget. 


costs, 


COMMODITIES FINANCE CORPORATION 

Mortimer N. Buckner, chairman of the 
New York Trust Company, has been elected 
president of the Commodities Finance Cor- 
poration which has been organized in New 
York by subscribing banks and trust com- 
panies for the purpose of extending addi- 
tional credit facilities to users of basic com- 
modities throughout the country. Through 
the operations of this corporation it is also 
proposed to enable mills and other manufac- 
turers to carry their purchases of basic com- 
modities for a longer period than would 
otherwise be possible. Charles S. McCain, 
chairman of the Chase National Bank, is 
chairman of the executive committee of the 
corporation. 


REWARD OF QUALITY AND MERIT 

Among the senior trust companies of New 
York City which have experienced substan- 
tial increase in trust department business 
during this period of business reverse is the 
Bank of New York and Trust Company. 
For more than a quarter of a century the 
trust department of this institution has pre- 
served the best traditions and standards gov- 
erning efficient administration of estates and 
execution of trusts. On the books of the 
trust department are the names of some of 
New York’s oldest and famed families, where 
trust as well as banking accounts have been 
carried through generations. While adher- 
ing to the conservative principles of former 
years the Bank of New York and Trust Com- 
pany has kept pace with modern require- 
ments. 


AID FOR HOME OWNERS 

As an outgrowth of the recent conference 
of business leaders called by President Hoo- 
ver a committee has been organized to plan 
relief for home owners and on maturing home 
mortgages covering the New York Federal 
Reserve district. The committee will work 
in cooperation with the Reconstruction Fi- 
nance Corporations and the new agencies 
provided by the Home Loan Bank system. It 
is headed by Frank A. Vanderlip, who was 
formerly president of the National City Bank. 
Sub-committees will be organized in various 
sections and cities of the Second Federal Re- 
serve District. 


Bankers Trust Company of New York has 


been appointed registrar for the common 
stock of Marshall Field & Company, Chicago. 

Raymond L. Thompson, treasurer of the 
University of Rochester, has been elected a 
director of the Lincoln-Alliance Bank & Trust 
Company of Rochester, N. Y. 
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NEW INVESTMENT SERVICES OFFERED 
BY CHEMICAL BANK 

Announcement is made by the Chemical 
Bank and Trust Company of New York of 
two types of new investment services offered. 
One is called the “Investment Review” and 
is provided through the statistical depart- 
ment. It embraces review of schedule of 
holdings, improvements suggested to improve 
the list and future investment program. The 
service is offered for a flat fee, based on 
number of items and is available to individ- 
uals, fiduciaries and corporation officers. The 
second type of service is styled the “Limited 
Advisory Account” and provided through the 
personal trust department. It applies the 
methods of careful handling of trust funds 
under the supervision of the trust depart 
ment investment committee, composed of 
the board of directors. The service includes 


care and custody of securities and is on an 
annual fee basis. 


LIQUIDATION OF COMMERCIAL 
NATIONAL BANK AFFILIATE 

Stockholders of the Commercial National 
Bank and Trust Company of New York have 
approved the plan for liquidating the Com- 
mercial National Corporation, the securities 
affiliate of the bank. The liquidation is to 
extend over a reasonable period of time. The 
plan provides for the reduction in authorized 
capital of 70,000 shares from 210,000 shares 
and changing the par value of the shares to 
$1 from no-par placing the capitalization at 
$70,000 instead of the original $1,400,000. 
New stock will be issued for the old on a 
share for share basis. 


ELECTED DIRECTOR OF MARINE TRUST 
COMPANY OF BUFFALO 
At a recent meeting of the board of the 
Marine Trust Company of Buffalo Hamilton 
H. Wende, president of the Goodyear-Wende 
Oil Corporation, was elected a member. The 
Goodyear-Wende Oil Corporation is distri u- 
tor of Texaco and petroleum products in 
western New York. Mr. Wende is a gradu- 
ite of Wharton School of Finance, Univer- 
sity of Pennsylvania. During the World 
War, he served 27 months overseas as first 
lieutenant in the service of distributing mo- 
tor oil and gasoline to the American army. 
immediately after the war, he, with the late 
rank Goodyear, formed the Goodyear- 
Wende Oil Corporation in Buffalo. 


Deposits in New York State savings banks 
are $67,000,000 higher than a year ago, bring- 
ing total on September 1st to $5.228,550,000. 
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“THE GREATEST FAMILY IN THE 
WORLD” 

Apropos of the publication of a new edi- 
tion of volume one of its series of booklets 
entitled “The Greatest Family in the World,” 
the Bank of Manhattan Trust Company ad- 
vises that over one million copies of this pub- 
lication have been distributed. The booklet 
has been characterized by many insurance 
executives as the most important contribu- 
tion ever made to the cause of life insurance. 
The revised edition reveals the great part 
which life insurance plays in the economic 
system of the nation and its stabilizing in- 
fluence during these years of depression. 

The Bank of Manhattan Trust Company 
is among the foremost in continuing a policy 
of progressive and constructive advertising. 
Its series of newspaper display advertise- 
ments have called forth unusual interest. 
One of the latest of this series directs atten- 
tion to changes in financial structures and 
values which render expedient the revision 
of wills and testamentary documents. A new 
booklet “The Prevention of Unnecessary 
Family Expense” explains in graphic charts 
some of the problems that today affect es- 
tates and setting forth solutions. 
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REMINGTON RAND, INC. ENLISTS FOR 
ACTIVE RECONSTRUCTION 


Adopting the principle that action speaks 


louder than words the executive manage- 
ment of Remington Kand, Inc., manufacturers 


of accounting and typewriting machines and 
office equipment, has instructed its purchas- 
ing department to contract for purchase im- 
mediately of $4,500,000 worth of raw mate- 
rial and supplies for use during the balance 
of this year and, in addition, wherever pos- 
sible at present low prices, to place contracts 
covering all requirements of the organiza- 
tion for the entire year of 1933, such con- 
tracts tobe placed upon anticipated twenty- 
five per cent increase in business over 1932 
requirements. 

James H. Rand, Jr., president and chair- 
man of Remington Rand, Inc., forwarded an 
open letter containing announcement of its 
renewed activities and purchases, to Secre- 
tary of Commerce Roy D. Chapin at Wash- 
ington and on the eve of the important con- 
ference held at the White House and called 
by President Hoover. It is significant that 
since the announcement made that the sales 
of Remington Rand, Inc., have been run- 
ning twenty-six per cent ‘ahead of the pre- 
vious month. 


The example of courage, foresight and 
faith which has been set by this organization 
is one that should animate industry and 
business generally to help turn the tide. 
Remington Rand’s products include Reming- 
ton and Noiseless standard and portable 
typewriters, Remington, Powers and Dalton 
business machines, Kardex, Library Bureau 


and Baker Vawter-Kalamazoo systems equip- 
ment and safe cabinets. 


ANNUAL MEETING OF NEW YORK 
SAVINGS BANKS ASSOCIATION 

With a membership having custody of $5,- 
286,000,000 of savings and representing 5,- 
867,000 depositors the Savings Bank Asso- 
ciation of the State of New York held its 
annual convention September 22nd and 23rd 
with problems of investment receiving major 
attention. Speakers included Harvey D. Gib- 
son, president and chairman of the Manufac- 
turers Trust Company of New York, whose 
topic was “Today and Tomorrow”; Super- 
intendent of Banking Joseph A. Broderick ; 
Louis Wiley of the New York Times; Dr. 
Lionel D. Edie whose topic was “Looking 
Ahead for Bonds’; Farman Dick of Roose- 
velt & Sons, who spoke on railroad bonds, 
and Mark Graves, director of New York 
State Budget. 
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THE MODERN CORPORATION 


) fand PRIVATE PROPERTY 
By BERLE & MEANS 


A study of the fundamental change now 
taking place in the character of Private 
Property. This book is an essential to the 
understanding of our modern economy, of 
the organizing of enterprise, and of the 
problems of investment. 
Professor W. Z. Ripley, in the ‘‘New 
Times,”’ Sunday, July 24, 1932, says: 
: “Three economic trends, each of profound 
importance as an economic fact, are described 
in the book. 

“First, the rapid increase in the number of 
stock holdings and especially of modest ones. 


“Second, the marked and ever accelerating 
growth in wealth controlled by very large cor- 
porations. 

“Third, the actually considerable and poten- 
tially complete divorce of ownership from con- 
trol, especially as respects companies of the 
greatest magnitude.” 


York 


Price $4.50—Patronize your local bookdealer 
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SERVICE FOR ESTATES WITH ENGLISH 
ASSETS 


“Administering English Assets of American 
Estates” is the subject of a booklet issued 
by the Guaranty Trust Company of New 
York. It sets forth the advantages accruing 
to estates having assets or beneficiaries in 
England which are provided through the 
services of the Guaranty Executor and Trus- 
tee Company, Ltd., London, a subsidiary of 
the Guaranty Trust Company and organized 
under British Laws. Through this subsid- 
iary the parent company is also enabled to 
extend its international facilities and those 
available through the various foreign offices 
of the Guaranty Trust Company. 





The New York State Banking Department 
has approved reopening of the Massena 
Banking & Trust Company of Massena, N. Y. 

William J. Simpson, president of the Gen- 
esee Valley Trust Company of Rochester, 
N. Y., died on August 25th at the age of 
fifty-five. 

Thomas H. Work, assistant treasurer of 
the Bank of Buffalo branch of the Marine 
Trust Company of Buffalo, has completed 
forty years of continuous association with 
that bank. 
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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 
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BROOKLYN 
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New York 





Thomas E. Murray, Jr., Harold E. Choate has been promoted from 


has resigned as 
trustee and member of the executive com- assistant vice-president to vice-president of 
mittee of the Brooklyn Trust Company, ow- the Liberty Bank of Buffalo at Buffalo, N. Y. 


ing to pressure of other business. He is in charge of public relations. 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus and 
Undivided 
Profits Deposits 
June 30, 1932 June 30, 1932 








Capital 


Anglo-South American Trust Co 


Banca Commerciale Italiana Trust Co...... 


Bank of Manhattan Trust Co 


oe Se ee ee Ls 


Bankers Trust Co 
Bronx County Trust Co 
Brooklyn Trust Co 


Central Hanover Bank and Trust Co....... 


Chemical Bank & Trust Co 

City Bank Farmers Trust Co 
Continental Bank & Trust Co 
Corn Exchange Bank & Trust Co 
Corporation Trust 

County Trust Co 

Empire Trust Co 

Fiduciary Trust Co 


PN Nia oo sicic vie cance aes beeeoe 


Guaranty Trust Co 
Irving Trust Co 

Kings County Trust Co 
Lawyers Trust Co 


Manufacturers Trust Co................. 


Marine Midland Trust Co 

New York Trust Co 

Title Guarantee & Trust 

United States Trust Co........... 


$1,000,000 
2,000,000 
22,250,000 
6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 
21,000,000 
10,000,000 
4,000,000 
15,000,000 


50, 000, 000 


3,000,000 


. 32,935,000 


10,000,000 
12,500,000 
10,000,000 

2,000,000 


$745,800 
2,074,900 
34,447,900 
8,970,700 
76,847,800 
520,300 
12,314,200 
70,119,500 
45,260,600 
11,647,500 
6,752,800 
22,696,500 
132,000 
3,005,600 
3,312,800 
1,000,000 
2,908,700 
180,495,700 
75,137,200 
6,614,200 
2,528,500 
22,125,700 
7,050,900 
21,837,500 
21,266,900 
27,013,400 


$2,786,800 
11,086,000 
317,202,700 
98,783,100 
548,296,900 
13,359,700 
110,367,600 
530,773,900 
247,547,900 
41,575,900 
28,407,000 
245,495,400 
57,200 
17,149,800 
59,395,800 
9,067,400 
16,196,700 
921,707,900 
382,276,700 
27,525,100 
14,402,800 
379,876,900 
52,034,600 
236,841,200 
35,701,000 
58,564,700 


1500 


1600 
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Philadelphia 


Special Correspondence 


LEGISLATION TO SAFEGUARD BANKING 
IN PENNSYLVANIA 


The state banking department of Penn- 
sylvania, under the direction of Secretary 
William D. Gordon, is actively engaged in 
formulating a legislative program to obviate 
weaknesses of operation and supervision as 
revealed by experiences of the past two years. 
It is noteworthy that since the introduction 
of the plan of requiring weekly reports from 
state banks and trust companies, inaugurated 
by Secretary Gordon, and of keeping close 
watch upon institutions that reveal signs of 
enfeeblement in loaning policies or invest- 
ments and reserves, that there have been 
relatively few fatalities in Pennsylvania. 
Secretary Gordon, however, states that cer- 
tain legislation is necessary to strengthen the 
authority of his department and also to en- 
force sound policies upon bank managements. 

As a preliminary to setting up a legislative 
program the state banking department is 
completing a compilation of the banking and 
trust company laws of the various states of 
the country to afford a comparative chart. 
Secretary Gordon summarizes some of the 
more important legislative recommendations 
which will be submitted to the next legisla- 
tive session. Among these the following may 
be cited. Purchase of stocks should be pro- 
hibited and banks now holding stocks should 
be given reasonable period to dispose of their 
holdings. Investments in bonds should be 
limited to those of highest character. Re- 
strictions with respect to investments in 
mortgages owned, mortgages held as ecollat- 
eral and other real estate. Limit upon loans 
to individuals, firms or corporations other 
than directors, to a given percentage of capi- 
tal and surplus. The statutes now limit loans 
to directors. 

Other recommendations in Secretary Gor- 
don’s legislative program include prohibiting 
banks from owning controlling interests in 
holding companies formed to acquire real 
estate; limitation as to real estate owned to 
that necessary for the immediate accommo- 
dation of a bank; penalties for the accept- 
ance of fees, commissions and bonuses by 
officers, directors, employees, attorneys or 
agents in connection with loans or invest- 
ments by banks; curtailment of investments 
in bank buildings; contingent liabilities such 
as endorsements and guarantees to be re- 
stricted by the amount of capital; increasing 
sapital requirements for state banks and 
trust companies and providing for paid-in 
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surplus at the time of organization; improve- 
ment in laws with respect to granting of 
bank charters, limiting number of banks in 
ratio to population and economic require- 
ments. 


JURIST CAUTIONS AGAINST SACRIFICE 
REAL ESTATE SECURITY SALES 

Judge Edwin O. Lewis, in Court of Com- 
mon Pleas No. 2, Philadelphia, recently ex- 
pressed the opinion that “under present con- 
ditions of business the throwing on the mar- 
ket of real estate and securities, included in 
the assets of closed banks, is not opportune.” 
The jurist suggested that the Secretary of 
the State Banking Department refrain, as 
much as possible, from selling real estate 
and securities under existing demoralization 
of prices, Judge Lewis appended his views 
to an order authorizing Dr. William D. Gor- 
don, Secretary of Banking, on behalf of de- 
funct Bankers Trust Company, to sell at 
private sale bank and office building at south- 
east corner of Fifty-second and Ludlow 
streets. 


The Allentown National Bank has absorbed 
for liquidation the assets of the Penn Trust 
Company of Allentown, Pa. 
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BRANCH BANKING BILL DEFEATED 

A bill introduced at the special session of 
the Pennsylvania legislature and which was 
regarded by some as a possible wedge to the 
extension of branch banking in smaller com- 
munities, was defeated in the Senate Com- 
mittee on Banks after having passed the 
lower house. Under the terms of this measure 
the Secretary of Banking was impowered to 
sell or lease real estate in his possession and 
to permit a banking institution, buying or 
leasing the property, if located in the same 
political subdivision as the bank to 
open a branch. Ostensibly the bill was in- 
troduced to relieve a lack of banks in cer- 
tain communities which have been deprived 
of banking facilities by the closing of banks. 


closed 


A summary of legislation passed at the 
special session includes an enactment grant- 
ing additional powers to the Secretary of 
Banking with reference to the leasing of 
properties of closed banks and authorizing the 
negotiation of loans from the Reconstruction 
Finance Corporation for the benefit of de- 
positors of closed banks and to expedite 
liquidation. Provision is also made which 
eliminates the need of securing court ap- 
proval of securities in connection 
with the liquidation of bank assets 
and extending the period of mortgages to 
avoid foreclosure, 


sales of 
closed 


MANUFACTURERS’ AND BANKERS’ CLUB 


Announcement is made of the formation 
of the Manufacturers’ and Bankers’ Club of 
Philadelphia to succeed the old Manufactur- 
ers’ Club, which for more than 20 years has 

ten-story building at Broad 
streets. The new organization 
this same structure. John B. 
Stetson, Jr., former United States Minister 
to Poland and son of the founder of the 
hat manufacturing company of that name, 
will be president of the new organization, 
and William P. Gest, chairman of the board 
of the Fidelity-Philadelphia Trust Company, 
will be chairman of the ¢lub’s board of di- 


rectors. 


occupied the 
and Walnut 
will oceupy 


The Dime Bank and Trust Company: and 
the Peoples Union Savings Bank of Pittston, 
Pa., have been merged under the title of the 
3ank with capital of $312,- 
$2,000,000 and deposits of 


Miners Savings 
500, surplus of 
SS,833,000. 

The closed Union Trust Company of Wash- 
ington, Pa., is to be reopened under the 
nime of the Washington Union Trust Com- 
puny with capital increased to $325,000. 
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CAPITAL $1,200,000 
SURPLUS . . . = 3,600,000 


UNDIVIDED PROFITS 


and RESERVES . . 900,000 


TRUST FUNDS .. . $175,000,000 


PENNSYLVANIA COMPANY CONSOLI- 
DATES TWO BRANCH OFFICES 
For the purposes of greater convenience and 
economy The Pennsylvania Company for In- 
surances on Lives and Granting Annuities of 
Philadelphia announces consolidation of the 
and business of its two central 
offices which are located close 
to each other. The Colonial Branch at 2 
South Fifteenth street, is moved across the 
street to the Commercial Branch at the north- 
corner of Fifteenth street and South 
Penn Square, Announcement is also made 
that the consolidation of these two offices 
does not affect the location or operation of 
any of the other branches of the Company. 


personnel 
city branch 


east 


The published statement of financial con- 
dition of The Pennsylvania Company shows 
that during the first six months of the cur- 
rent year there has been an increase of over 
$30,000,000 in personal trust funds which 
brings the aggregate to $869,380,492 and 
which represents an increase of about $116,- 
000,000 within eighteen months. Corporate 
trusts aggregate $1,844,452,000. Banking re- 
sources totalled $232,950,109 as of June 30, 
last. Capital is $8,400,000; surplus $27,000,- 
000 with undivided profits of $1,118,351 and 
reserve for contingencies of $8,441,902. 
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PENNSYLVANIA BREVITIES 

William W. Bodine, vice-president of the 
United Gas Improvement Company, has been 
added to the board of the Fidelity-Philadel- 
phia Trust Company at Philadelphia, Pa., 
successor to his father, the late Samuel T. 
Bodine. 

Plans have been approved by the Secre- 
tary of Banking whereby the Fulton Na- 
tional Bank of Lancaster, Pa., acquires assets 
of the closed Lancaster Trust Company ap- 
praised at over four million dollars. The 
remaining assets of the closed bank will be 
held by a board of trustees elected by de- 
positors and creditors. 

Electric train service between New 
and Philadelphia will be inaugurated next 
February, according to plans outlined by 
Vice-president M. W. Clement of the Penn- 
sylvania Railroad Company. 

Plans have been approved for merger of 
the National Bank and Trust Company of 
Boyerstown, Pa. with the Farmers National 
Bank and Trust Company under the title of 
National and Farmers Bank with resources 
of over $5,000,000. 


York 
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Agreements have been signed for reopening 
of the Home National Bank of Union City, 
Pe. 

J. C,. Neff, vice-president of the Fidelity- 
Philadelphia Trust Company is chairman of 
a committee which has affected reorganiza- 
tion of the Johnstown Traction Company of 
Johnstown, Pa. 

A new bank to serve the people of Ard- 
more, Pa., is being organized with capital of 
not less than $300,000. 

Philadelphia Stock Exchange announces 
that the total sales of stocks on the board 
during the month ended August 31st, were 
1,021,196 shares compared with 331,424 
shares in the previous month. 

M. A. Hoff, prominent in civie affairs, has 
been elected president of New Cumberland, 
Pa., of the New Cumberland Trust Company, 
to succeed the late E, Z. Brubaker. J. W. 
Wright will take Mr. Hoff’s place as first 
vice-president. 

The Philadelphia industrial area ranks 
first among eighteen of the country’s largest 
industrial areas in twenty-one classes of in- 
dustry, according to the Monthly 
Summary of the Philadelphia Business Asso- 
ciation. 


Progress 


Adam Scheidt was re-elected president and 
chairman of the board at the annual reorgan- 
ization meeting of the board of directors of 
the Norristown-Penn Trust Company of Nor- 
ristown, Pa. 

James E. G. Ross, treasurer of the Fort Lee 
Trust Company has been elected president of 
the Bergen County (New Jersey) Corporate 
Fiduciaries Association. 

Russell Wing Lewis, vice-president and 
trust officer of the Union County Trust Com- 
pany of Elizabeth, N. J., and associated with 
that company for thirty years, died recently 
while on a week-end holiday. 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


Undivided Profits 


Capital 
Fidelity-Philadelphia Trust Co........ $6,700,000 
Frankford Trust Co 500,000 
Germantown Trust. . 1,400,000 
Girard Trust Co 4,000,000 
Industrial Trust Co.................. 882,250 
a ie tenis eae ene ees 2,987,920 
Kensington-Security Bank & Trust.... 1,300,000 
Liberty Title and Trust 1,000,000 
Ninth Bank and Trust 1,375,000 
North Philadelphia Trust 500,000 
Northern Trust 500,000 
Penna. Co. for Insurances 8,400,000 
3,200,000 
7,500,000 
3,090,000 


Surplus and 
Deposits Par 
June 30, 1932 June 30, 1932 Value 
$22,391,196 $77,260,957 100 
1,874,694 6,541,314 10 
4,243,547 14,104,950 10 
16,875,091 80,544,920 10 
3,246,655 10,500,305 10 
12,349,542 42,916,766 10 
2,196,290 8,650,579 50 
1,438,019 5,255,295 50 
2,310,952 15,386,380 10 
1,380,076 4,830,265 50 
3,379,363 9,463,272 100 
28,118,351 184,535,023 10 
17,249,440 28,035,207 100 
13,732,507 31,168,367 10 
2,218,480 6,529,471 100 


Bid 
385 
22 
23 
88 
18 
18 
22 
90 
18 
95 
430 
42 
385 
16 
84 


Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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Boston 


Special Correspondence 


SOUND BASIS FOR MASSACHUSETS REAL 
ESTATE VALUES 

Discussing the real estate situation in Mass- 
achusetts and the operations of mutual sav- 
ings banks, President Myron F. Converse of 
the Savings Bank Association of Massachu- 
estts makes the following statement: 

“The fact that our savings banks were able 
to maintain their large mortgage investments 
has proved of the utmost importance in recent 
months. Although reduced building lessened 
the demand for new mortgage money to a 
degree, the turnover of property is being 
maintained at something like normal largely 
by means of savings bank loans. Our _ in- 
stitutions have about $1,200,000,000 lent. on 
mortgages in this state, or practically the 
peak figure for all time. The support of this 
great capital provides a sound basis for Mass- 
achusetts real estate values. 

“Over a period of the last thirty-nine years 
the average earnings of all the savings banks 
in the state have been slightly over 5 per cent. 
In the same period, the dividends paid by 
these same banks averaged a little over 4.1 
per cent. This means that on nine-tenths of 
1 per cent the bank has paid its expenses, 
taxes, and made the required additions to its 
surplus fund, These figures have been main- 
tained during periods of low yield, and periods 
of high yield. Underlying strength in the 
present real estate situation will make its 
power felt. One of the surest factors of this 
strength is the reservoir of that 
a steady volume of mortgage opera- 
tions. Personally, I look for considerable 
betterment of the realty market. The assur- 
ance of adequate savings bank fund for 
mortgage purposes is a necessary and highly 


savings 


enables 


favorable prerequisite.” 


REVISION OF STATE INHERITANCE 
TAX LAWS 

The recent revolutionary tax decision ren- 
dered by the Supreme Court of the United 
States, in First National Bank of Boston, 
erecutor of Haskell vs. State of Maine, has 
given a stimulus to the revision of inherit- 
ance and estate tax laws in various states. 
This decision laid down the constitutionai 
rule that only one state may impose a death 
duty upon the transfer of shares of stock 
at death and that the state of residence was 
the one having jurisdiction to impose such 
a tax. This decision renders unnecessary the 
reciprocity laws exempting such property 
from taxation in non-resident decedent es- 
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tates. Other recent important decisions have 
directed attention to the advisability of re- 
vising state inheritance tax laws. 

In Maine the legislature has provided for 
the creation of a commission on the revision 
of inheritance and estate tax laws. This 
commission is to recommend legislation. 


CONVENTION OF SAVINGS BANKERS OF 
MASSACHUSETTS 

A feature of the recent annual convention 
of the Savings Banks Association of Massa- 
chusetts held at Swampscott, was a trustees’ 
meeting which was largely attended by trus- 
tees of savings banks. The speakers for the 
occasion were Editor David Lawrence of the 
United States Daily and J. J. Pelley, president 
of the New York, New Haven & Hartford 
Railroad. Other speakers on the convention 
program were George Kyle of the Boston 
Five Cents Savings Bank, whose topic was 
“Before and After,’ and Harry S. Gifford, 
president of the Salem Five Cents Savings 
Bank, who discussed the new system of Home 
Loan Banks. —— 


The third annual New England Bank Man- 
agement Conference, under auspices of the 
American Bankers Association. will be held 
the latter part of October. 
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DEMONSTRATING THE NEED OF 
REVISING WILLS 

The Fidelity Trust Company of Portland, 
Me., in one of its latest trust literature pro- 
ductions, cites a number of examples to illus- 
trate the need of rewriting wills in the light 
of changed conditions. There was the case 
of a man of large means who established, 
by his will, a charitable fund in cash with 
residue of the estate to his family. When 
he died there was hardly enough to establish 
the charitable fund and nothing was left for 
the family. Another man died leaving a pro- 
vision in his will for certain sums to be paid 
employees. When he died there was scarcely 
enough to take care of specific bequests and 
leaving nothing for the care of the family. 
A third case is that of a woman who made 
four specific bequests in cash which at the 
time of making the will would have used 
about one-fifth of her estate. At today’s val- 
ues there was not enough money to pay the 
specific bequests and the family was left 
without a cent. 

The Fidelity Trust Company follows up 
these citations by stressing five points to bear 
in mind in making or revising wills to guard 
against changing values and protect the fam- 
ily. 


NEW ENGLAND BREVITIES 


The Superior Court at Hartford, Conn., has 
approved a plan which provides for segrega- 
tion of commercial and savings department 
assets of the closed City Bank & Trust Com- 
pany for purposes of liquidation. 

Directors of the closed Everett Trust Com- 
pany of Everett, Mass., have approved a re- 
organization plan offered by Old Colony 
Trust Associates and recommended to stock- 
holders. The reorganized bank would have 
a minimum capital and surplus of $400,000 
and would become affiliated with the Old 
Colony Trust Associates group. 

The Massachusetts Supreme Court has ap- 
proved the Marine Midland Trust Company 
of New York as successor trustee to Lee, 
Higginson Trust Company of Boston, which 
is now in liquidation, under an agreement 
securing $47,596,000 outstanding debentures 
of Kreuger & Toll. 

The Bank Commissioner of Maine has add- 
ed the following to the list of investments 
legal for savings banks and trust funds: 
Connecticut Light & Power Company first 
and refunding “D” 5s, 1962; Eastern Con- 
necticut Power Company first 5s, 1948, and 
Waterbury Gas Light Company first 4's, 


1958. 





CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Banca Commerciale Italiana $750,000 
Roston Safe Deposit and Trust Co. . 2,000,000 
en We ache ss aie o 68 <ae-e 2,500,000 
Fiduciary Trust Co 500,000 
Harris Forbes Trust Co 500,000 
Kidder Peabody Trust Co 500,000 
New England Trust Co 1,000,000 
Old Colony Trust Co 5,000,000 
State Street Trust Co 3,000,000 
United States Trust Co 1,400,000 


Assets 
Trust Dept. 
June 30, 1932 


Surplus and 
Undivided Profits 
June 30, 1932 
$383,902.45 
3,843,727.10 

293,243.36 
554,477.35 
158,705.19 
211,013.25 
2,868,782.31 
5,100,321.98 
3,744,377.13 
1,420,909.50 


Deposits 
June 30, 1932 
$710,777.09 
23,296,996.00 
6,408,349.11 
397,517.83 
2,621,629.10 
1,996,332.36 
25,401,441.16 
4,429,973.85 
53,700,420.13 
9,029,202.66 


$234,905,644.12 
4,869,172.76 
3,243,356.21 
8,699,199.95 
12/501,785.90 
126,453,275.77 
314,769,324.25 
56,802,208.97 
11,875,681.44 
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Special Correspondence 
BRANCH, VERSUS UNIT BANKING 


A good deal of discussion has been caused 
by the heavy toll of bank failures in Chicago 
and Cook County during the past few years 
and which has reduced the number of banks 
in operation in this city since the 1929 mar- 
ket crash from 225 in number to less than 
seventy. The closing of nearly two score 
banks during June, has renewed the debate 
as to the relative merits or demerits of 
branch banking and unit banking, as well 
as the deposit guarantee proposal. One 
group maintains that Chicago would not have 
been subjected to such severe’ banking 
troubles if the laws of the state had per- 
mitted the development of large branch bank- 
ing institutions and that the prohibition on 
branch banking encouraged wholesale cre- 
ation of small unit banks many of which 
were conducted by incompetent and even un- 
scrupulous bankers. Another group argues 
that the present unit banking system has 
prevented worse troubles on the ground that 
if the large Loop banks had been permitted 
to establish numerous branches that such 
offices would have afforded a frightened pub- 
lic more easy means of attack, 

The action taken recently by the directors 
of the Continental Illinois Bank & Trust 
Company of Chicago recommending change 
in charter of that bank from state to na- 
tional and to be acted upon at a meeting of 
stockholders on October 10th, is evidence of 
the direction in which the straw blows. Ob- 
viously this change is dictated by the pros- 
pect of legislation at Washington which will 
enable national banks to establish branches, 
even though the state laws forbid branch 
hanking powers to state institutions. 

Whatever arguments pro and con may be 
advanced it is certain that constructive 
banking legislation and supervision will be 
a live issue in Illinois. There is a strong 
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body of sentiment in favor of granting lim- 
ited branch banking privileges. It is main- 
tained that the recent test has affirmed the 
superior safety and conservatism of the 
large established banks and that such type 
of management would not have succumbed 
to the speculative and reckless policies which 
characterized a multiplicity of small unit 
banks, especially in the outlying parts of 
Chicago, tanking experience in various 
parts and cities of the country, where branch 
banking is permitted, appears to corroborate 
this conclusion, notwithstanding some fatali- 
ties among branch banks, notably that of 
the Bank of United States in New York. 
Sentiment for unit banking, however, remains 
strong in Illinois and outside of Chicago, so 
that any attempt to introduce branch bank- 
ing in this state is bound to be sharply con- 
tested. 


CHICAGO COMMITTEE ON EVALUATION 
OF NEW TRUST BUSINESS 


The personnel of the Trust New Business 
Committee of Chicago Banks and Trust Com- 
panies which prepared the report on cost and 
evaluation of new trust business is composed 
of the following heads of new trust new busi- 
ness divisions of the respective trust com- 
panies : ) 

Harold I. Clark of the Central Republic 
Bank & Trust Company; Lester Beck of Chi- 
cago Bank of Commerce; Paul P. Pullen of 
the Chicago Title & Trust Company; Samuel 
Witting of the Continental Illinois Bank & 
Trust Company; Samuel Marsh of the First 
Union Trust & Savings Bank; William O. 
Heath of the Harris Trust & Savings Bank; 
Harve H. Page of the Northern Trust Com- 
pany, and Floyd B. Weakly. 


Col. William G, Edens, formerly with the 
Central Republic Bank & Trust Company, 
and widely known in banking circles, has 
been elected a vice-president of the Terminal 
National of Chicago. 
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OSCAR C. LANDOLF 


Officials and the personnel of the Northern 
Trust Company organization of Chicago 
deeply mourn the recent death of one of their 
most highly regarded Osear C, 
Landolf, who succumbed after an operation. 
He was associated with the Northern Trust 
Safe Deposit Company for thirty-three years 
and was its manager and treasurer since 
1928. Mr. Landolf was among the most prom- 
inent safe-deposit men in the United States 
and looked upon as a foremost authority on 
safe deposit management and operation. He 
was general chairman of the National Safe 
Deposit Convention held in Chicago in May, 
1931 and served the Illinois Safe De- 
posit Association as secretary, treasurer and 
as president during the years 1929 to 1982. 
He was born in Chicago September 12, 1880. 


associates, 
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Oscar C. LANDOLF 


Who was for thirty-three years associated with The North- 
ern Safe Deposit Company of Chicago 









FIRST NATIONAL OF CHICAGO SETS 
UP STRONG RESERVES 

Consistent with its conservative policies 
and to place the institution in an impregnable 
position, the directors of the First National 
Bank of Chicago at a recent meeting author- 
ized the transfer of $6,550,000 from undivided 
profits account to reserves to compensate for 
losses and depreciations incurred since 1929. 
This additional amount has been set up in 
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various reserve and contingent accounts. Pre- 
vious to this transfer the undivided profits 


account of the bank was increased to $12,- 
600,000 by the addition of $10,000,000 taken 
from surplus. At the same meeting of direc- 
tors the regular quarterly dividend of $3 a 
share on the capital was declared payable on 
September 30th. The quarterly rate of $5 a 
share has been in effect since March 31st, 
when it was reduced from $4.50 quarterly. 

The First National Bank of Chicago re- 
cently entered upon its seventieth year, hav- 
ing commenced business July 1, 1863. The 
history of the bank is one of successful navi- 
gation through varying periods of general 
prosperity or reverse, coming through every 
national crisis with added strength and use- 
fulness. As of June 30th last the combined 
resources of the First National and of the 
affiliated First Union Trust & Savings Bank 
amounted to $657,122.385 and deposits $565,- 
250,352. Combined capital, surplus and un- 
divided profits as of June 30th amounted to 
$68,292,443. 

Frank O. Birney, former president of the 
Reliance Bank & Trust Company of Chicago, 
has opened a real estate office at 111 West 
Monroe street and will specialize in property 
management. 
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MORTGAGE ADJUSTMENTS TO RELIEVE 
FORECLOSURE PROCEEDINGS 

Valuable mediation service in the adjust- 
ment of debt burdens on real estate, 
to avoid for all parties concerned the costly 
drain of values involved in foreclosure pro- 
ceedings, is now being offered by a number 
of real estate boards. The unprejudiced in- 
formation and advice thus opened for the 
aid of mortgage adjustment and refinancing, 
as reported to the National Association of 
Real Estate Boards, is of two types. In 
some cases, following the lead of the Phila- 
delphia Real Estate Board, advisory bureaus 
or committees have been set up solely to deal 
with the problems of the home owner and 
the institutions making mortgage 
homes, 

In at least one case, in the action taken 
by the Chicago Real Estate Board, a detailed 
advisory service has been put in motion for 
the sound reorganization of large scale proj- 
ects. The Chicago service is open to all par- 
ties concerned with real estate securities un- 
dergoing adjustment, equity owner, bond 
holder, mortgage holder alike. It includes a 
careful analysis of the physical and income 
value of the property and a proper plan of 
reorganization based on those values, looking 
toward: (a) The preservation of all legiti- 
mate interests in the property with a view 
of taking full benefit of the increased values 
that should return in the near future: (0) 
The conducting of actual negotiations with 
the various parties to adopt a plan in lieu of 
foreclosures and their 
tory fees and charges: (¢) 
ment of the property after 


SO as 


loans on 


consequent confisca- 
Proper manage- 
reorganization. 


The Pullman Trust & Savings Bank of 
Chicago has acquired the assets and business 
of the Burnside Trust & Savings Bank. 

William J. Rathje has been elected chair- 
man of the board of the Mid-City Trust & 
Savings Bank of Chicago. 
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Loring’s 
Trustees’ Handbook 


FOURTH EDITION 


By AUGUSTUS P. LORING 
of the Boston Bar 


Ct et ee 2 


INCE the publication of the first edition, 
twenty-nine years ago, there has been no other 
work written of a similar nature. 


With the great increase of trust estates in every 
part of the United States the demand for a short, 
concise and practical statement of the law and 
practice, governing the management of trust prop- 
erty, has increased greatly. The changes which 
have taken place in customs, business, banking, 
and securities available for investment, have deeply 
influenced the law and made a restatement neces- 
sary in many cases. 


The fourth edition has been prepared to meet 
present day practice and conditions, and includes 
citations of the more important statutes and de- 
cisions of the various states. Over 900 new cases 
have been added. 


One Volume, Limp Leather, Price $4.00 delivered 
Address: 


TRUST COMPANIES BOOK DEPARTMENT 
Two Rector Street, New York 





ILLINOIS BREVITIES 

A recent display advertisement of the Con- 
tinental Illinois Bank & Trust Company of 
Chicago contained the statement that during 
the five years from 1927 to 1951 inclusive the 
Chicago meat packers paid more than a bil- 
lion and a half dollars for cattle, calves, 
hogs and sheep, an average of more than one 
million dollars each business day. 

John H. Rumbaugh, formerly vice-president 
of the Continental Illinois Bank & Trust 
Company of Chicago has become associated 
with C. F. Childs & Company, as vice-presi- 
dent with headquarters in the Chicago office. 


CONDITION OF CHICAGO TRUST COMPANIES 


Capital 


Boulevard Bridge Bank $500,000 
Central Republic Bank & Trust Co... .14,000,000 
*Continental Illinois Bank & Trust Co.75,000,000 
Drovers Trust 350,000 
First Union Trust & First National... .25,000,000 
Harris Trust 6,000,000 
Mercantile Trust 600,000 
Northern Trust 3,000,000 

1,000,000 

*Includes securities affiliate. 


Surplus and 
Undivided Profits 
June 30, 1932 


Book 

Value Bid Asked 
201 70 8O 
187 6% 7% 
188 115 116 
338 150 175 
273 207 211 
226 310 320 
174 95 110 
371 385 395 
140 50 60 


Deposits 
June 30, 1932 
$8,665,266 
112,308,300 
599,008,620 

4,870,214 
562,759,865 
82,760,721 
5,886,866 
109,551,285 
4,763,842 


$507,751 
12,619,422 
66,250,330 
835,291 
43,131,329 
7,565,136 
439,161 
8,145,235 
403,439 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 








Pittsburgh 


Special Correspondence 


PITTSBURGH RESPONDS TO PRESIDENT 
HOOVER’S RECONSTRUCTION PLEA 
Pittsburgh bankers and industrialists were 

among the first to give active response to 

the plans discussed at the recent White 

House conference to utilize available credit 

means in order to stimulate business initia- 

tive and industrial plant rehabilitation as 
means of increasing employment. A recent 
meeting in the assembly room of the Pitts- 
burgh Chamber of Commerce was attended 
by nearly two hundred bankers and leaders 
in the industrial field. The plans discussed 

at the White House were described by A. W. 

Robertson, chairman of the board of the 

Westinghouse Electric and Manufacturing 

Company, who is also chairman of President 

Hoover’s newly created committee on re- 

habilitation. Joseph Dilworth was appointed 

director of the plant modernization campaign 
which calls for the expenditure of large sums 
to improve industrial establishments, One 
of the first announcements was that of the 
expenditure of $300,000 for improvements by 
the National Steel Corporation. H. C. Me- 

Eldowney, president of the Union Trust Com- 

pany of this city, was among the local rep- 

resentatives at the White House conference. 

Pittsburgh bankers and industrialists are 

keen to establish a record in carrying out the 
plans discussed at Washington. As the steel 
center of the country, Pittsburgh is looked 
to for leadership in industrial promotion. 
While the recent rise in security and com- 
modity values has created a more robust sen- 
timent the demand for steel and other indus- 
trial products of this region continues to 
mark time. 3ut the prevailing feeling is 
that depression has turned from its lowest 
ebb and that progress from now on will be 
slow but steady, 


PITTSBURGH BREVITIES 

Directors of the Union Trust Company of 
Pittsburgh have declared the regular quar- 
terly dividend of 50 per cent on capital stock 
payable October 1st to stockholders of record 
September 20th. 

Depositors of the closed Bank of Pitts- 
burgh, N. A., have received their second divi- 
dend amounting to 10 per cent and making 
a total of 60 per cent paid since the bank 
closed last September. 

The Peoples-Pittsburgh Trust Company 
was the successful bidder for a block of 
$2,300,000 City of Pittsburgh 4% per cent 
bonds. 
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of Philadelphia 
Solicits Deposits of Firms, 
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Is fully equipped to handle all 
business pertaining to a Trust 
Company, in its Banking, Trust, 
Real Estate and Safe Deposit 
Departments. 


SamuE.L F. Houston, President 











ADAPTABILITY OF MORTGAGE CERTIFI- 
CATES AS FIDUCIARY INVESTMENTS 
The New York Title & Mortgage Company, 

a unit of the Manhattan Company, has issued 

an interesting booklet, entitled “The Ideal 

Investment’? which describes the safety and 

regularity of income attaching to guaranteed 

first mortgage certificates, representing own- 

ership in a number of first mortgages, di- 

versified as to location, amount and _ type. 

The booklet sets forth the value of such cer- 

tificates in estate planning, as follows: 
“These group certificates have special fea- 

tures which make them particularly desir- 
able for purchase in connection with testa- 
mentary matters. They become due and pay- 
able upon the death of the holder. Most 
estates must pay inheritance taxes. It is not 
difficult to approximate the amount of these 
taxes. There are also a number of readily 
estimated expenses which are always in- 
curred at this time. It is a great advantage 
to have a sum of money invested at good 
interest which will become immediately avail- 
able in this contingency, and for that reason 
investors have frequently placed a sufficient 
sum in group certificates to take care of all 
expenses of this kind.” 
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St. Louis 


Special Correspondence 
POLITICS AND THE FARMER 


Again the open season for political baiting 
to capture the rural and farmer vote is upon 
us. The atmosphere is charged with oratori- 
cal professions which increase in heat and 
counter proposals for “relief’’ as the day set 
for election of Presidential nominees draws 
nearer. The Republican spokesmen point to 
past performances, the various emergency 
plans now in operation and warn against 
swapping horses in mid-stream. The Demo- 
cratic rivals contend that the present admin- 
istration has injured rather than aided the 
agricultural situation and that the only sure 
escape is to give the Democratic party a 
chance to demonstrate its panaceas. 

The average, hard-headed and hard-work- 
ing farmer has been taught not to place too 
much faith in political nostrums, He knows 
that the trouble is not of political origin but 
rather economic in character; that there are 
retributive factors arising from inflated val- 
ues which must be worked out on practical 
formulas. He knows that the wholesale ex- 
pansion of agricultural credit and creation of 
debt has been a big factor in the so-called 
“farmers’ plight.’ He is therefore more in- 
clined than ever before to deal frankly with 
his banker rather than with politicians. 

The recent improvement in prices and se- 
curity values has given a stimulus to senti- 
ment in this part of the country. But there 
is also a certain scepticism which refuses to 
place reliance upon the changeful notes of 
the stock-ticker. On the other hand there 
has been an appreciable increase in active 
business and industry within the past two 
months. Some manufacturing establishments 
have increased employment. Unquestionably, 
the contributions from the Finance Recon- 
struction Corporation has helped the general 
situation. Perhaps most important is the 
cessation of bank failures and the restored 
confidence toward banks, 


BANK AND TRUST COMPANY 

CONSOLIDATION IN ST. LOUIS 
The Plaza Trust Company of St. Louis 
Which was recently chartered with capital of 
$300,000, has taken over the Plaza National 
Bank, the latter representing merger with the 
Guaranty Bank & Trust Company, The re- 
sources of the new bank total around $3,500,- 
000. Frederick R. von Windegger, president 
of Guaranty, is to be president of the new 
bank, while Julius W. Rheinholdt, Jr. presi- 
dent of the Plaza Bank and a son of the 



















“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 


facilities are devoted to one specific 
object: EFFICIENT TRUST 


SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust orn 





ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wth First National Bank 











chairman of the board of the Boatmen’s 
Bank, will retire to devote himself to his 
investment brokerage business. His brother, 
Carl A. Rheinholdt, cashier of the Plaza, will 
be vice-president of the new bank, and W. L. 
Gregory, vice-president and cashier of the 
Guaranty, will be treasurer and _ vice-presi- 
dent. 


Frank Ryan of the Mississippi Valley 
Trust Company of St. Louis has been ap- 
pointed associate councilman for the south- 
ern tier of Illinois to organize chapters and 
study groups of the American Institute of 
Banking. 

At the beginning of the current year there 
were 367 banks and trust companies in Mis- 
souri using the service charge on unprofitable 
accounts. 

Farm mortgage loans of life insurance com- 
panies, the largest single source of long term 
credit for farmers, have been decreasing 
since 1928 until they now approximate the 
loans outstanding in the spring of 1925, ac- 
cording to a report issued by the Bureau of 
Agricultural Economies, U. S. Department of 
Agriculture, based on reports from the com- 
panies, 
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ation convention in Chicago. In the course 
of his address, he said: 

“Nothing fortifies a trust solicitor so much 
as the knowledge that he has the executive 
officers of his institution behind him 100 per 
cent. I do not mean to suggest that the 
heads be called upon to do the selling, nor do 
I think it a good plan to seek such help ill- 
advisedly. Trust men who are in constant 
contact with customers of other departments 
of the bank are in a position to render many 
services to the commercial departments, and 
the officers in charge will find that active 
cooperation with these men will more than 
compensate them for the effort expended. 
Closed doors can easily and surely be opened 
by a timely suggestion from an executive of- 
ficer. 


MISSISSIPPI 


“Furthermore, the board of directors shall 
be included in this cooperative attack on new 
business. It is a simple task for the chair- 

® man to explain to the directors that the staff 

U P -To -Th e -M inu t € of trust ~cvnrechesllcste consists of Mr. So 
and So, ete., and that he these 

St. Lo u i s Fa cts men to call on each director for the purpose 
of getting acquainted. It is most important 
that every solicitor know every director well 
enough to greet him when he sees him. In 
St. Louis, one out of every ten persons called 
upon either knows personally or expresses 


has asked 





AIDS FOR THE TRUST SOLICITOR 

Victor Cullin, trust representative of the 
Mississippi Valley Trust Company of St. 
Louis, contributed a most and 
helpful paper to the discussion on directing 
activities of trust representatives which was 


suggestive 


admiration for one of our directors. When 
this happens it is well for the solicitor to 
be able to display a speaking acquaintance 
at least. Directors. like officers, are busy 
men and should not be continually called 
upon for assistance, but I find that they are 
delighted to be a party to the closing of an 
important piece of business, provided the so- 


licitor is definite in his request for as- 
sistance.” 


conducted at the trust development division 


sessions of the Financial Advertisers Associ- 


CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and 
Undivided Profits, 
June 30, 1932 
$1,730,181 
6,061,796 
3,241,695 
7,133,500 


Deposits, 
June 30, 1932 
$19.010,363 
93,871,650 
60,551,714 


Capital 


$2,150,000 
10,000,000 
6,000,000 
5,000,000 


Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 
Mississippi Valley Trust Co 
St. Louis Union Trust Co.... 

*Accepts no deposits. 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 
Undivided 
Profits, 
June 30, 1932 
$4,181,071.29 
1,564,753.86 
2,955,602.30 
1,173,012.40 
2,563,010.30 


Deposits, 
June 30, 1932 Par Last Sale 
$29,834,758.39 100 320 
4,313,761.65 100 160 
13,219,529.18 100 375 
9,037,719.47 100 200 
16,079,233.82 100 420 


Capital 
$3,400,000 

2,000,000 

1,000,000 


American Security & Trust Co 
Munsey Trust Co 

National Savings & Trust Co 
Union Trust Co 2,000,000 
Washington Loan & Trust Co 1,000,000 


Figures furnished by The Washington Loan & Trust Co. 
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PUBLIC PSYCHOLOGY AND BANKING 

It is now freely admitted that mass-fear, 
the spreading of rumors and ignorance as to 
the proper functions of banking, contributed 
more to bank runs and suspensions or fail- 
ures during the past few years than any 
other factor. In other words public psychol- 
ogy played the most important role in the 
sad record of banking fatalities. A sufficient- 
ly large number succumbed to the pressure 
as inevitable consequence of incompetent or 
unscrupulous management. But the manner 
in which closed banks are resuming business, 
especially here in the State of Ohio, is proof 
that such institutions would have weathered 
the storm except for the senseless mass-fear 
which swept communities like a plague. 

Some effective and pertinent points 
are brought out as to how bankers may mo- 
bilize their influence to prevent recurrence 
of the experiences of the past two years, in 
an address presented by Allard Smith, execu- 
tive vice-president of the Union Trust Com- 
pany of Cleveland on “Public Psychology” 
at the recent annual convention of the Finan- 
cial Advertisers Association in Chicago. He 
states that the first essential is for banks to 
put their houses in order and while doing 
this to engage in the right kind of eduea- 
tional advertising which will familiarize the 
people with the proper functions of banks 
and how deposit money is employed. 


very 


Mr. Smith says that for the last seven or 
eight years banks have been telling the peo- 
ple how old and how strong, how serviceable, 
friendly they were and what extra things 
they could do, The time has now come when 
banks should inform the people how a bank 
operates and what it does with the deposi- 
tors’ money. He reviewed the advertising 
methods pursued by banks in various cities 
during panicky days which indicated that 
last-minute advertising to bolster up public 
confidence in banks in the face of adverse 
mob psychology, had very little to do with 
the outcome, one way or the other. 

“The present state of unrest and rapid 
change of opinion,” says Mr. Smith, “may ac- 
tually prove to be a valuable opportunity to 
inject into the public mind new and correct 
concepts of banking. Through a_ strong 
clearing house an excellent cooperative at- 
titude toward newspapers may be main- 
tained. Through channels the general pub- 
lic may be informed of contributing factors 
which are at work for the loosing of credit. 
In Cleveland banking publicity of a general 
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nature is planned by a clearing house com- 
mittee, working in cooperation with publicity 
managers of Cleveland banks and trust com- 
panies. 

“Banks must start today upon a persistent 
program of steady educational advertising 
in order to be prepared for future depres- 
sions, should that depression come, The un- 
derlying cause behind mob psychology which 
drew out bank deposits was fear, and fear in 
the last analysis is another name for ignor- 
ance. If banks can dispel this ignorance, 
then I think they can eliminate a great share 
of fear and reduce it to a point where it can 
be kept under control when occasion arises. 
Personal conversation between the banker 
and the customer is another way to arrest 
distrust and fear.” 


STABILIZING FACTORS IN OHIO BANKING 
SITUATION 

If evidence were wanting to demonstrate 
the folly of public fear which caused so many’ 
banks during the past few years to close 
their doors, it is supplied by the large number 
of suspended banks which are resuming busi- 
ness in Ohio communities. Cleveland was 
practically immune from banking failures 
because of the strong position maintained by 
its banks and trust companies and because 
of the coordinating which obtains between 
banking institutions. In certain sections of 
the state, however, many communities yield- 
ed to the fear epidemic. 

With each month the number of reopened 
banks in this state is increasing and the peo- 
ple are expressing return of confidence. 
Among the most important of recent bank 
reopenings are the following: The George 
D. Harter Bank of Canton which closed last 
October with $15,000,000 which has resumed 
its normal functions. The City Trust & Sav- 
ings Bank of Youngstown, the Farmers Sav- 
ings & Trust Company of Mansfield and the 
absorption of the closed Union Trust Com- 
pany of Dayton by the Winters National 
Bank & Trust Company; the City Savings 
Bank & Trust Company of Alliance. In many 
other communities plans are being worked 
out to reopen closed banks with the aid of 
depositors and creditors. 


Negotiations are in progress for reopening 
of the Ohio Savings Bank & Trust Company 
of Toledo. 

Cc. A. Cheatham of the State Banking De- 
partment will be president of the reorganized 
Cummings Trust Company of Carrollton. 

Within the past few months a large num- 
ber of banks in Ohio have reduced the rate 
of interest on deposits. 
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What a 


Life Insurance Man 
should know about 


Trust Business 


By GILBERT T. STEPHENSON 
$1.25 

The author of this little handbook is 
among the far-sighted men who realized 
long ago the mutual advantage which 
could be had by cooperation between Life 
Insurance men and Trust companies. 
Hence, he is in a position to present con- 
cisely the exact knowledge which will be 
most valuable to the life underwriter. 
He has gathered into this single handy 
volume those facts—facts upon which the 
reader may depend both for their accuracy 
and their helpfulness in arranging life 
insurance trusts. Since such business is 
of mutual advantage to the underwriter 
and the trust company, the trust officers 
should be sure this little volume is avail- 
able for reference and use in the working 
library of each of his underwriter clients. 


Trust Companies Book Department 
Two Rector Street, New York 


NATIONAL TAX ASSOCIATION 
CONVENTION 


Greater Uniformity and means of reducing 
taxes as well as eliminating inequalities in 
federal and state taxation received major at- 
tention at the twenty-fifth annual convention 
of the National Tax Association held in Co- 
lumbus, Ohio, September 12 to 16. The first 
session was devoted to organization, addresses 
of welcome and appointment of committees. 
The second and third sessions were given 
over to discussion of various phases of the 
tax situation in Ohio with addresses from 
leading authorities. At the fourth session 
Mark Graves, director of the budget of New 
York State, discussed “State Expenditure 
Control.” 

An important feature of the convention 
was the report of the committee on uniform- 
ity and reciprocity in state tax legislation, 
presented by the chairman, Franklin S. Ed- 
monds, of Philadelphia. Other notable ad- 
dresses included “Coordination of Federal 
and State Tax Systems” by Robert Murray 
Haig, the president of the association; “A 
Model System of State and Local Taxation,” 
by Charles J. Bullock and an address by Ed- 
win W. A. Seligman. 


E VERY banker and 


trust man is often faced with arranging 
life insurance trusts which demand an 
accurate knowledge of certain phases of 
life underwriting. Previously, if he wished 
to inform himself, he had to read through 
many books on life insurance, gleaning 
only a little here and there from a wealth 
of material which had small bearing on 
his particular problem. Now he can find 
all he need know in the carefully prepared 
volume by Franklin W. Ganse. Here, in 
small compass, are the facts—the essential 
knowledge, concisely presented in a useful, 
readable book— 
What 


Bankers and Trust Men 
should know about 
Life Insurance 
By FRANKLIN W. GANSE, C. L. 
$1.25 


Trust Companies Book Department 
Two Rector Street, New York 





OHIO BREVITIES 

The Addressograph - Multigraph Corpora- 
tion has formally opened its new two-million 
dollar plant in Euclid, a suburb of Cleveland. 

President Harris Creech of the Cleveland 
Trust Company, and M. W. Baldwin, presi- 
dent of the Union Trust Company, were 
among the Cleveland conferees at the recent 
meeting called by President Hoover to dis- 
cuss reconstruction plans, 

W. C. Way of the trust department of the 
Guardian Trust Company of Cleveland has 
been elected president of the Cleveland Chap- 
ter of the American Institute of Banking. 

The State Banking Department has author- 
ized the reopening of the Union Savings & 
Trust Company of Warren, with capital of 
$300,000, 


The Giles County Bank & Trust Company 
of Pearisburg, Va., has been merged with 
the Bank of Pembroke, Va. 

Plans have been approved for reopening 
of the Lee County Bank & Trust Company 
of Fort Myers, Fla. 

The Republic Bank & Trust Company of 
Austin, Tex., has absorbed the business of 
the Texas Bank & Trust Company of that 
city. 
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Special Correspondence 


APPORTIONMENT AMONG HEIRS OF 
HUNTINGTON ESTATE 


The second major step in the distribution 
of the $42,000,000 estate left by Henry E. 
Huntington, the pioneer empire builder of 
California who died in 1927, was consum- 
mated recently when the Superior Court in 
Los Angeles ordered the sum of $2,275,000 to 
be apportioned among a group of heirs. The 
Security-First National Bank of Los Angeles 
is sole trustee under the will of the late Mr. 
Huntington. Under the recent court order 
trusts will immediately be set up to care for 
the bequests which include $500,000 each to 
three daughters. 

The estate originally was inventoried at 
$42,000,000. The latest apportionment, 
coupled with $2,000,000 already turned over 
to the trustees for the founding of the Collies 
P. and Howard Huntington Memorial Hos- 
pital, and expenses of administering the 
estate for the last five years, have reduced 
the estate yet to be distributed to approxi- 
mately $29,000,000, 

Distribution consisted of the transfer of 
bonds from the estate to the Security-First 
National Bank as sole trustee. It represents 
50 per cent of the principal of the following 
trusts: $1,000,000 each for Clara Perkins, 
Elizabeth Metcalf and Marion Huntington, 
daughters; $150,000 each in the name of 
Elizabeth, Margaret, Harriet, Howard, Jr., 
and Leslie Alice Huntington, children of 
Howard Huntington, deceased son; $200,000 
for Henry E. Huntington, IT, and $500,000 for 
Mrs. Caroline Holladay, a sister. 

Trusts in the names of Anger Elizoldi, 
John and Adolph Spreckels of $25,000 e& a 
and a $25,000 trust in which they share 
equally as Edith Huntington, de- 
ceased, the court order au- 


heirs of 
figured in 
thorizing distribution. 
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RELATIONS WITH THE BAR 

Amic¢able relations between trust compa- 
nies and the members of the California Bar 
Association are proceeding. John Veenhuy- 
zen, as Chairman of the Trust Section of the 
California Bankers Association commented 
on the fact that while the state bar associa- 
tion did not act upon the invitation to ap- 
point a committee to cooperate with a com- 
mittee of the state bankers association, the 
bar association did appoint a Fact-Finding 
Committee. He said: 

“Several trust companies have, upon invi- 
tation, appeared before these committees, re- 
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sulting in a very friendly discussion of exist- 
ing methods and practices of our conduct of 
the trust business. I am convinced that this 
friendly contact must eventually result in 
recognition of the fact that ‘trust companies 
and the bar are coordinating agencies, each 
of which is desirous of rendering their serv- 
ices with due regard to each other’s re- 
spective rights and in such manner as is 
most beneficial to the public.” 


CITIZENS NATIONAL TRUST & SAVINGS 

The strongly entrenched position of the 
Citizens National Trust & Savings Bank of 
Angeles is affirmed by the June 30th 
financial statement. It shows aggregate re- 
sourees of $109,507.985 with cash and ex- 
change of $20,765,977: United States Govern- 
ment securities, $8,520,544; county, munici- 
pal and other bonds, $11,785,032; loans and 
discounts, $63,647,738. Deposits amount to 
$90,855,934. Capital is $5,000,000; surplus, 
$9,000,000, and undivided profits, $1,908,130. 
The bank maintains branches at conyenient 
locations throughout Los Angeles. 


Los 


FILM PICTURE IN TITLE INSURANCE 

Through the courtesy and efforts of Porter 
Bruck, vice-president of the Title Insurance 
& Trust Company of Los Angeles, a motion 
picture film has been made available to title 
men generally which visualizes the protec- 
tion and the advantages of insuring real es- 
tate titles. The picture is entitled “To Have 
and to Hold” and was shown at this year’s 
annual convention of the American Title As- 
sociation of which Mr. Bruck is president. 
The theme of the story revolves around a 
young couple buying their first home and 
some incidents in connection with granting 
a bank loan. In the course of the action 
there are views of the elaborate and fine 
title plant of the Title Insurance & Trust 
Company of Los Angeles. 


Transfer of A. H. Brouse from the man- 
agership of the International office, Bank of 
America, Los Angeles, to become vice-presi- 
dent and manager of the San Bernardino 
branch of the bank, and the appointment of 
C. Del Pino as vice-president and manager 
of the Bank of America’s International office, 
has been announced by Dr. A. H. Giannini, 
chairman of the bank’s general executive 
committee. 

Dr. A. H. Giannini has been elected to the 
clearing house committee of the Los Angeles 
Clearing House Association. Dr. Giannini is 
chairman of the general executive committee 
of. the Bank of America National Trust & 
Savings Association at Los Angeles. 
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PROGRAM OF PACIFIC COAST REGIONAL 
TRUST CONFERENCE 

The subject of handling trust investments 
occupies a leading place in the program for 
the tenth regional conference of the Pacific 
Coast and Rocky Mountain States, as an- 
nounced by President Thomas C. Hennings 
of the Trust Division, A. B. A. The leading 
features of the four sessions to be held in 
Los Angeles are as follows: 

First Session, Thursday, Sept. 29, 2 P. M.: 
Chairman, R. M. Sims, vice-president Ameri- 
ean Trust Company, San Francisco, and 
vice-president Trust Division, American 
Bankers Association ; “Trust Investments and 
Their Problems,” John E. Blunt, vice-presi- 
dent Continental Illinois Bank & Trust Com- 
pany, Chicago; “Stocks in Companies with 
Depleting Assets,” J. M. Wallace, vice-presi- 
dent Walker Bank & Trust Company, Salt 
Lake City, Utah; “Real Estate Loans—Their 
Supervision and Their Advantages,” John T. 
Cooper, vice-president Security-First National 
3ank, Los Angeles. 

Second Session, Friday, Sept. 30, A. M.: 
Chairman, Blaine B. Coles, vice-president Se- 


curity Savings & Trust Company, Portland, 


Ore.; “Standards in Accepting New Busi- 
ness,” W. D. Lux, vice-president Crocker 
First Federal Trust Company, San Fran- 
cisco; “Obtaining New Business Under Pres- 
ent Conditions,” Allan B. Cook, vice-president 
Guardian Trust Company, Cleveland, Ohio: 
“Lessons to Be Learned from the Experiences 
of the Past Several Years in the Handling of 
Trust Business,” Merrel P. Callaway, vice- 
president Guaranty Trust Company of New 
York, New York. 

Third Friday, Sept. 30, P.M.: 
Chairman, H. L. Standeven, vice-president 
Exchange Trust Company, Tulsa, Oklahoma, 
and chairman Executive Committee, Trust 
Division, American Bankers Association; 
“Problems of Trustee in Connection with 
Bond Issues,” Harry L. Stanton, vice-presi- 
dent Detroit Trust Company, Detroit; “Pow- 
ers of Executors, Administrators and Trus- 
tees,’ Gilbert T. Stephenson, vice-president 
Equitable Trust Company, Wilmington; ‘The 
Effect of the New Federal Tax Bill,” Norman 
L. McLaren, of McLaren, Goode & Company, 
San Francisco. 

Fourth Session, Saturday, Oct. 1, A. M.: 
Chairman, H. O. Edmonds, vice-president The 
Northern Trust Company, Chicago; “Proper 
Qualitications of, and Supervision Over, 
Trust Departments,” Aubrey B. Carter, Na- 


Session, 
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tional Bank Examiner, in charge of Section 
of Trust Department Supervision, Office of 
the Comptroller of the Currency, The Treas- 
ury, Washington, D. C.; “The Trust Depart- 
ment from a Bank President’s Viewpoint,” 
Andrew Price, president National Bank of 
Commerce, Seattle, Wash. 


SUCCESS OF SAN FRANCISCO BANK 
MERGER 

The recently completed merger of ithe 
Anglo-California Trust Company with the 
Anglo and London Paris National Bank of 
San Francisco, has been one of the most 
successful operations of the kind in the 
banking history of the city. The fact that 
there was for years a kinship between the 
two merging units fostered by the Fleish- 
haker interests made the consolidation not 
only logical but conducive to broader scope 
of service and compactness of the present 
Anglo California National Bank, which is 
the title of the merged institution. 

The initial financial statement following 
the merger showed aggregate resources of 
$217,000,000 with deposits of $167,970,000. 
The capital is $16,046,416, consisting of 
$10,400,000 capital stock, $2,600,000 surplus 
and $3,046,416 undivided profits. Headquar- 
ters are maintained in the handsome )build- 
ing on Sansome street which was formerly 
the main office of the Anglo & London Paris 
National Bank. Mortimer Fleishhaker, who 
was head of the Anglo-California Trust Com- 
pany, is chairman of the board and his 
brother, Herbert, who headed the Anglo and 
London Paris National is president. They 
have associated with them the able execu- 
tive staffs of the former two banks and the 
board of directors is representative of the 
most important business, financial and cor- 
porate interests of the city. 


R. M. Sims, vice-president of the American 
Trust Company of San Francisco, presided 
as chairman at the conference of the trust 
section of the American Institute of Bank- 
ing held in Los Angeles. 

Chester H. Gruhler, vice-president of the 
Bank of America of California, who has been 
in charge of the branch at Woodland, has 
been transferred to the main office at San 
Francisco. 

Harold B. Meloth, who has been with the 
Security First National Bank at Los Angeles, 
Cal., for about ten years, was recently made 
an assistant vice-president in charge of the 
collateral division of the central credit de- 
partment of the bank. 
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